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On After 
September Twenty-Ninth 


N Monday, September 29, 1924, the old and honorable 

name of The Corn Exchange National Bank will pass 
into history and the institution will become an integral part of 
the Illinois Merchants Trust Company. 

The entire personnel of The Corn Exchange National Bank 
will on that date be housed in the newly completed Illinois 
Merchants Bank Building, not as a separate organization, 
but as members of a greater banking institution, one of the 
largest in America. 

You and your friends attending the Fiftieth Annual Con- 
vention of the American Bankers Association in Chicago, on 
September 29, 30, October 1 and 2, are cordially invited to 
visit us in our new quarters. 


CAPITAL AND SURPLUS - FORTY-FIVE MILLION DOLLARS 


ILLINOIS MERCHANTS 
“TRUST COMPANY 


eA consolidation of the Illinois Trust & Savings Bank, 
The Merchants Loan & Trust Company and 
The Corn Exchange National Bank 


LA SALLE, JACKSON, CLARK AND QUINCY STREETS +: CHICAGO 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 














HE FINANCIAL 
Advertisers Associa- 
tion has held all its pre- 
vious conventions in 
connection with those of 
the Associated Advertis- 
ing Clubs of the World, 
of which it is a depart- 
ment. This year the As- 
sociated Clubs met in 
London, and it was essen- 
tial to hold a convention 
in this country. The Rich- 
mond convention will be 
exclusively financial, 
with a program and ex- 
hibit full of interest and 
educational value. A real 
southern welcome and 
the courtesies of the con- 
vention are extended, not 
alone to members, but to 
all bankers who are in- 
terested in clean, con- 
structive and profitable 
financial advertising. 


ICHMOND affords 

an ideal setting for 
this convention. Its con- 
venient location, its 
historic background, its 
present-day progress, 
its perfect climate in the 
early Autumn and its fa- 
cilities for handling the 
convention will mark a 
mile-stone in financial 
advertising history. The 
sessions of the convention 
will be held at the Hotel 
Jefferson and reservations 
should be made with the 
hotel management, send- 
ing central office a copy of 
your letter. 


The central office of the FFNANCIAL ADVERTISERS ASSO. 
CIATION is located at Suite 522, 135 W. Washington Street, 
Chicago. Inquiries regarding the Association’s work are invited. 
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“On to 
Richmond” 


The Officers and 
Directors of the 


FINANCIAL 
ADVERTISERS 
ASSOCIATION 


extend an invitation 

to Bankers—savings, com- 

mercial, investment, and 

trust company officials to 
attend the 


EIGHTH ANNUAL 

CONVENTION AT 

RICHMOND, VA. 
October 14-16, 1924 


S 
GOLF (COLUMBUS DAY), OCT. 13 


Readers. will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 
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C —a HIS, gentlemen, is a cordial invitation 

to see first hand the offices and studios 
4 noctcanal, 
of the foremost Outdoor Advertising 
Institution. 


Here you will see where famous advertising 
slogans are developed; how great national and 
local campaigns are executed and how the 
work of noted commercial artists is repro- 
duced on huge outdoor displays. 


You will observe also the construction of 
big electric spectacular displays, such asappear 
upon the Great White Way, the organization 
system that makes possible the handling of 
Twenty-Five Million Dollars in Advertising 
annually, and offices reputed to be among the } 
finest in the country. 


This experience is an advertising education in 
itself and you owe it to the bank you represent. 
Take the Douglas Park or Humboldt Park 
Elevated Trains to the Laflin Street Station, 
West Adams and Van Buren Surface Cars or 
wh Jackson Boulevard Busses to Loomis St. 
( The offices are open from 8:00 A. M. to 5:30 
ah | P. M. every day except Saturday. If you 
will come we promise you an hour well spent. 
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Executive Offices 


Harrison, Loomis and Congress Sts. 
CHICAGO 
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Outstanding 








The First National Bank in St. Louis 
is constantly alert to increase its 
measure of usefulness to its ever-in- 
creasing number of correspondents 
located everywhere in the United 
States. 


To supply interested and intelligent 
co-operation which will give maximum 
value to our fellow bankers is an 
outstanding feature of First National 
Service. 


In selecting a bank to take care of 
your “Mid-Continental business,” 
consider this friendly and progressive 


institution. 


FIRST NATIONAL BANK 





Broadway-Locust-Olive 


RESOURCES OVER $140,000,000.00 
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Flat—Fits Handsome G44 

, the Pocket Leather Cover with WAY 

K /j Customer’s Name in Gold o 

y Complete Outfit with 200 DeLuxe Bank Checks with cus- {44} 

4 tomer’s name or business card—not over three lines—printed Lay 
fg on LaMonte’s Safety Paper. Your choice of six colors. ¥¢Y¥ 


y) Sample on request. 


i. PRICE $1.25 


Extra Checks, including stub fillers, 50c per 100 


DELUXE CHECK PRINTERS, Inc. 


Largest Exclusive Bank Check Printers in the World bf} 

217 West Superior St. 2531 University Ave. * ie 
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So MANY IRAVELERS ~ 


‘Cheque Everything Except Their Money 


and Themselves. Why ? 


 SVENTY-Five per cent of the hundreds of thousands of travel- 
ers in this country assume needless risks with their traveling funds 
and suffer personal inconveniences simply because they do not know 
the money-protection and personal service value of American Express 
Travelers Cheques. 


If there is any doubt about this statement watch the crowd at any rail- 
road ticket window. Note the display of loose money, loosely carried 
in pockets, wide-open to even the clumsiest of light fingers. 


On a Pullman recently a traveler carefully folded his trousers to pre- 
serve the creases and carefully placed them on the shelf. $125 in bills 
was in the hip pocket. In the morning only the trousers, carefully 
creased, remained. 


A careful man on a week-end trip with his family in his car was held 
up when barely out of town and relieved of his machine and his money. 
He is driving a new car now, bought with the insurance on his old 
one; but his uninsured money, which happened to be quite a sum, is 
gone forever. The incident, however, taught him the value of 
Travelers Cheques. 


Two traveling men on their way to a hotel boarded a crowded street 
car. Pickpockets relieved them of their rolls even before they had a 
chance to pay their fare. They also, now, believe in Travelers Cheques. 


The pity of this ignorance about the value of American Express Trav- 
elers Cheques for domestic use is that it needs some such personal 
experience as these to establish the fact that even your money is just 
as easy picking as another’s. 


For use abroad American Express Travelers Cheques have long been the dominat- 
ing demand of travelers. For use in the United States there still remains a prac- 
tically unlimited field. Fortunately, for the traveler, this field is being rapidly 
appropriated by the leading banks of the country as a means of serving their pa- 
trons. 


In the protection of financial paper the American Express Company is constantly 
alert. 57 arrests of criminals for stealing or tampering with American Express 
paper have been made this year in the United States and 35 in Europe. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 
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WHEN THE BANKER PLANS © 
HIS INVESTMENTS 


It is becoming increasingly important for the com- 
mercial bank to develop a well-defined investment 
policy as well as a loan and discount policy 


By JAMES,W. BELL 


Associate Professor of Money and Banking, Northwestern University 


T has been traditional to consider the 

commercial bank as related to com- 
merce rather than to industry, intending 
that it should extend short-time credit for 
financing the production and marketing 
of goods, rather than buying securities 
representing fixed capital or long-time 
investment. But today investments 
form a substantial and an increasing 
proportion of commercial bank assets. 
At the close of the Civil War less than 
one twentieth of the earning assets of 
commercial banks were in security in- 
vestments, while today securities com- 
prise more than one fourth of the assets. 
The investment item shows greater 
growth than any other in the bank state- 
ment and the rate of increase has been 
particularly accelerated since 1914. 

It is important, therefore, for the 
commercial bank to develop a distine- 
tive investment policy as well as a loan 
and discount policy. 

One need not look far to discover 
the reasons for this growth in the bank’s 
bond account. The banker adjusts the 
contents of his portfolio on the basis 
of the character and amounts of his 
liabilities, and with the marked increase 
of savings deposits he has been able to 
convert a larger part of his assets into 
less liquid form with safety, and often 
with profit. Here again we notice a 
quickening in the change occurring in 
the last ten years. Demand deposits have 
increased, but while they have doubled, 
time deposits have increased four-fold. 
Another explanation is found in the 
mMerease in banking resources of the 
country made possible under the opera- 
tion of the Federal Reserve System. 


Mobilization of the country’s reserve 
resources, consequent reduction of re- 
serve requirements, and the new facil- 
ities for refinancing loans and discounts, 
together with the huge new gold re- 





JAMES W. BELL 


serves flowing into the system have 
more than doubled the potential re- 
of bank eredit. Since com- 
mercial needs have not developed with 
the same degree of rapidity, the existing 
surplus of bank funds has found its 
way into the investment market, a market 
which has itself become immensely 
broadened as a result of war conditions. 

This does not seem to be a temporary 
condition and appropriate changes are 
called for. It may be that commercial 
banks ean learn a good deal from savings 


9 


sources 


banks, trust companies, insurance com- 
panies, and other institutions which 
have in their custody the accumulated 
savings of depositors and investors. 
There is already a strong incentive for 
commercial banks to establish and de- 
velop investment or bond departments, 
where research can be earried on both 
on their own account and for the in- 
creasing number of customers who go 
to their bankers for investment advice. 

An investment policy has not been of 
such importance in the past. The 
bank’s primary concern was to take 
care of the demands of commercial bor- 
rowers, and the bond account was of 
secondary concern managed by rule-of- 
thumb methods. It was built up in 
part to satisfy legal provisions for 
‘apital requirements and cover for Na- 
tional Bank notes. Or it was built up 
from funds which happened to be avail- 
able if the bank’s resources were always 
larger than necessary to meet demands 
of commercial borrowers. Most banks 
were accustomed to invest in bonds as 
“secondary reserves,” with no thought 
of liquidating them until abnormal 
demands impaired the cash reserve 
ratio. Still another reason was that 
seasonal or other fluctuations in the 
demand for commercial loans left avail- 
able for bond investments surplus funds 
which would otherwise remain idle. In 
any ease the bank’s investment account 
was relatively small and lack of policy 
proved less disastrous than ~ under 
present-day conditions when a large 
proportion of the bank’s assets are in- 
volved. It seems that increased savings 
deposits, the improved organization of 
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A DEFINITE POLICY ON THE 
BANK’S INVESTMENTS 


OMPARATIVELY few people realize 
that the banks of this country own 
, the colossal sum of more than thirteen 
billion dollars in investment securities. 
And banks are going into the investment 


market on a continually broadening scale, 
not only for their own account, but for 
thousands of investors who are coming to 
recognize the bank as ‘‘investment head- 


quarters’’ for the community. 
banker is the outstanding individual 
securities buyer, the great outlet for the 
originating investment house. 

And for this reason the banker is devel- 
oping keener insight and skill in handling 


our banking system, our position as 
creditor nation, our large gold reserve, 
all tend to provide a permanent surplus 
which can be safely invested in secur- 
ities, and this makes the development of 
a sound policy essential to success. 


We need no longer quibble over the 
old controversy of “Bonds versus Com- 
mercial Paper as Secondary Reserve.” 
The matter of liquidity of assets is 
chiefly a matter of organized markets, 
and it seems safe to say that we have 
broad and active markets for both high 
grade investment securities and prime 
short-time paper. It is true that gilt- 
edge securities with long maturities 
fluctuate more in price than those with 
an early due date, and an investment 
policy should take this into considera- 
tion. But the market for all kinds of 
paper has been immensely broadened 
by the recent development of a dis- 
count market under the _ federal 
reserve system. While some banks 
may find it necessary to dispose 
of bonds on the security market during 
times of credit stringency, others have 
eligible paper which they can sell to 
dealers in the open market or redis- 
count at the federal reserve banks, and 
this tends to relieve the bond market 
of the burden of absorbing too heavy 
offerings of securities. When secur- 
ities and other paper are sold in the 
open market the proceeds soon find 
their way back to the banks, thereby 
strengthening their credit resources, and 
if more credit is still needed to relieve 
the strain rediscounts and direct col- 
lateral loans at the federal reserve banks 


make available whole reservoirs of 
eredit resources. In short, long-time 


and short-time paper markets are ade- 
quately developed to insure liquidation 


The 


of all good paper at all times, and there 
is no possibility of a reeurrence of 
frozen bank assets such, for instance, as 
caused the financial panic of 1907. 
Commercial bank practice in making 
security investments can be typically 
illustrated by deseribing what happened 
in the course of a recent business cycle. 
The post-war boom in_ business 
activity reached its peak in the spring 
of 1920. During the upswing, credit 
demands increased and loans and dis- 
counts of banks kept pace. Deposits 
declined relatively since the proceeds 
of loans were in part withdrawn for use. 
Reserves for additional advances were 
low and eredit became tight and in- 
terest rates high. After the price crash 
there was as is usual in such eases, a 
continued demand for additional credit 
(granted under stricter conditions) 
until the peak was reached about 
autumn time. Then loans and discounts 
began to fall off as new advances de- 
creased and old ones were paid. 
Deposits dropped, though less rapidly, 
and thus the banks’ liquid condition 
grew stronger. It is characteristic of 
American banking practice under such 
circumstances for banks to get out of 
debt themselves as soon as possible, and 
the data show that member banks of 
the reserve system straightway took up 
their bills payable and rediscounts at 
the federal reserve banks in direct pro- 
portion to the liquidation of customers’ 
debts to themselves. This done they 
applied further funds received from 
customers to the purchase of bonds— 
just when low yield and high prices 
characterized the bonds they bought. 
We may summarize operations during 
this period as follows: from March 
1919, to June, 1920, banks sold bonds on 


of investments. Changing business condi- 
tions, however, make it imperative for him 
not only to analyze carefully the intrinsic 
soundness of the securities he buys, but 
also to make purchases and sales in the 
light of present and prospective conditions 
in the money market. The accompanying 
article by a distinguished economist who 
has made banking a life study affords the 
banker concrete suggestions on how he 
can work out a clear cut policy and pro- 
gram on investments that will aid in buy- 
ing and selling bonds in relation to the 
underlying conditions and greatly increase 
his profits on investments. 





a declining market and expanded their 
loans and discounts; from June, 1920, 
to about April, 1922, while bonds were 
gradually rising from their low price 
levels, the volume held by banks re- 
mained stationary, and proceeds of 
maturing loans and diseounts were 
used by the banks to liquidate their 
borrowings from the federal reserve and 
other banks; during the remainder of 
that vear banks were buying bonds as 
prices were approaching their peak. 
They started to sell these bonds on a 
declining market in 1923, and have been 
increasing their holdings during the last 
few months of rising prices. Figures 
on securities owned are tabulated in 
the Federal Reserve reports, and these 
have been compared with average high 
class bond prices reported in the New 
York Times Annalist. The generaliza- 
tion that “banks are poor bond buyers” 
seems to be fairly accurate. They buy 
when prices are high and sell when prices 
are low. And the reason is, that they 
adjust their affairs entirely with a view 
to their loan policy and without proper 
regard for their investment policy. 
As corroborative evidence of the con- 
clusion that banks are not giving suf- 
ficient attention to their investment 
policy the writer could cite cases of 
several large banks with heavy bond 
holdings, which show losses on their 
bond accounts for more years than they 
show gains in the last decade or two. 
These losses were less no doubt than 
they would have been had these funds 
been allowed to remain idle when not 
absorbed by demands for commercial 
loans—a certain minimum return must 
be allowed on funds, a return at least 
as large as that paid on savings a 
counts. But it should seem possible for 
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a bank to devise an investment policy 
which would net more than their savings 
department would be willing to pay 
for funds. 

The formulation of a bank’s invest- 
ment policy should be based upon an 
investigation of its operations. First, 
what are the sourees and amounts of 
funds available for the bank’s disposal ? 
Then, how should these funds be dis- 


* * 


posed? A study of the seasonal varia- 
tions and eyelical fluctuations in de- 
posits and in the demand for commer- 
cial loans should give a fairly definite 


idea of when and how much a bank 
might devote to investments. For in- 


stance, if two-thirds of the total de 
posits are demand deposits, these should 
be covered by cash resources, loans and 
discounts fo local customers (a part of 


* * * 
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which should be eligible for rediscount 
at the Federal Reserve Bank), and ac- 
ceptances and commercial paper. The 
remaining third being time deposits may 
well be invested in gilt-edge securities 
which yield a reasonable return and 
can at the same time be readily con- 
verted into eash. 

The character of securities which the 

(Continued on page 80) 
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HOW INVESTMENT BANKER CAN 


AID COMMERCIAL BANK 


Distribution of securities by a bank bond department 
is greatly facilitated when the underwriting house 
lends its co-operation in a thorough going way 


By GUY L. V. EMERSON 


Vice President, Hyney, Emerson & Co., Chicago; Former President of Colorado Bankers’ Association 


HE most important thing an under- 

writing house must give the bank 
that sells its securities, is “co-operation.” 
The co-operation the investment bank- 
ing house extends to the commercial 
bank that acts as its distributor should 
be comparable to that which the pro- 
gressive manufacturer gives the retailer 
who carries his goods. 

Any one who is familiar with the re- 
lationship existing between the progres- 
sive manufacturer and the retailer 
knows that the co-operation given by 
the former is as complete as any one 
could reasonably expect. First and fore- 
most, he advertises his product, thus 
making the public familiar with it and 
creating a demand for it. Often he 
will assist the dealer in the preparation 
of his (the retailer’s) advertising. He 
will also furnish the retailer with sales 
literature, designed to sell his goods, 
for counter and mail distribution. He 
will suggest window displays, counter 
displays, ideas for letters; he will put 
demonstrators in the dealer's establish- 
ment; in some eases he will send a sales- 
man into the territory to drum up busi- 
ness for the retailer. All this he will 
do, and more, to create a demand for 
his merchandise, and in this way make 
a staunch and permanent friend of the 
dealer. (Co-operation! 


Such co-operation the retailer expects. 


and gets. Such co-operation the com- 
mereial bank should expect—and should 
get. I do not mean to infer, however, 
that a bank’s. bond department must 
receive sales help identical to that which 
the retailer receives. The nature of his 
business is so different from selling 
goods across a counter that this could 
not be. However, this is true—and it 


18 well for every distributor of securities 
to keep it in mind: A bond is a com- 
modity; a demand must be created for 


it; salesmanship must be employed to 
sell it. 
The Field Representative A Big Help 


Today progressive investment houses 
realize that the more worth while co- 











GUY L. V. EMERSON 


operation they can give banks who re- 
sell their bonds, the better the position 
they will be in to market still more 
securities through banks. Their repre- 
sentatives are thoroughly trained—some- 
times they are former bank executives 
who, familiar with the problems of the 
banker, are in a position to offer practi- 
cal suggestions for putting the bank’s 
bond department on a profitable basis 
of operation. 

Undoubtedly the most important con- 
necting link between the underwriting 
house and the bank selling its securities 
are these field representatives. Not only 
are the services of such men of value 
in the actual establishment of a bond 





department, but they will also lend a 
hand in the sale of bonds to prospects 
in the bank’s community, assist the bond 
manager in organizing the work, offer 
suggestions for loeating prospects and 
actually aid in closing sales. Seasonea 
bond men are -prepared to offer many 
suggestions of real and lasting value. 

Banks should not hesitate to ask of 
such men their assistance or advice in 
the solution of any problems arising in 
this department. Even in the selection 
of securities their opinion is valuable. 
The local banker, deeply immersed in 
his manifold duties, is not always in 
a position to study his own market 
closely and so determine exactly the 
types of securities to earry for re-sale. 
Trained representatives of investment 
houses, on the other hand, constantly 
noting the buying reSponse to different 
types of securities, can usually recom- 
mend issues, denominations and matur- 
ities that will be favored. Of course, 
where a bond department has been 
operating for some time the executive 
in eharge is familiar with loeal eondi- 
tions and will know what is best to 
carry. 


A Wide Market Suggests Advertising 

Less than a decade ago bonds were 
sold mostly to individuals who made it 
a point to inform themselves about in- 


vestment matters. The number was 
comparatively small, and invariably 


they were people of substantial means. 
Today, for reasons too obvious to men- 
tion, almost every one, if not a bond 
buyer, is at least a potential one. The 
market then is as broad as the country 
is wide; and whereas before it may not 
have been necessary to advertise, today 
the distributor of bonds who does not 
use some form of publicity cannot hope 
to sueceed in a big way. The under- 
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writing house is well aware of the 
effectiveness of good advertising, and 
realizing its value is ever ready to 
assist in making more effective the ad- 
vertising of those banks handling its 
securities. The motive prompting this 
co-operation may be a selfish one, but 
even though it is, the bank taking ad- 
vantage of this service usually finds that 
selling bonds is a profitable business 
and destined to become still more profit- 
able. 


But just what does the originating 
house offer the bank’s bond department 
in the way of advertising? For one 
thing, ecireulars describing issues the 
bank is interested in selling. This is 
excellent sales material for the bank’s 
bond salesmen to carry and for the bank 
to place in the hands of prospective 
buyers. It usually contains a com- 
prehensive description of the issue, 
setting forth the advantages of invest- 
ment; and as it emphasizes the salient 
points about the issue, is of great value 
to salesmen. 

Some investment houses also supply 
the bank with newspaper advertising 
prepared to sell the idea of bond invest- 
ment and produce inquiries. As a rule 
this advertising is well written and ex- 
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cellent for spreading the gospel of bond 
investment. 

Then, too, there is the usual supply 
of folders, perhaps a booklet or two 
and other sales material, all stressing 
the advantages of bond investment, and 
usually featuring the bank as a distribu- 
tor of bonds. All this is of some value; 
for even though a prospective bond 
buyer retains no more information than 
that his bank sells bonds, something has 
been gained. From my experience I 
believe it is good practice to use all of 
this material. One never knows into 
whose hands it will fall and what sales 
may result. 


The Statistical Department 


Back in the offices of the underwrit- 
ing house are a number of departments 
that every bank distributor of bonds 
should be familiar with. The statistical 
department is one of them. This de- 
partment can usually supply whatever 
information is wanted about any secu- 
rity. For example, the client of a 
country bank has in his possession a 
security about which he knows little. He 
goes to his banker; his banker in turn 
writes the underwriting house. The 
statistical department makes a report 


Investment Service 
that Merits Your Confidence 


Hi ese selection of securities for investment 
demands keen judgment and experience 
of the broadest kind. 


This is perhaps the chief reason why so 
many of our patrons come to us for counsel. 
For as bankers, buying bonds is almost a 
daily occurrence; and it necessarily follows 
that we must make a careful study of securi- 


ties before investing our own funds in them. 


We offer you a service that is confidential 
and complete, that will enable you to invest 





your funds in bonds that represent safety 
and a good interest return; and, of equal im- 
portance, choose only those securities that 
will best fit your individual requirements. 


Let us tell you more in detail about this in- 
vestment service. Telephone, write or call. 


Bond Department 
FIRST STATE SAVINGS BANK 





This advertisement for a bank’s bond department which is designed for newspaper publication 


was prepared by an originating investment house for the benefit of its customer bank. 


It is typical 


of the service that many underwriting houses are now furnishing to banks generally. 


to the banker, which gives the present 
market value of the security, the finan. 
cial status of the company, corporation 
or community responsible for it, the 
name of the underwriting house which 
sold the security, or any other infor. 
mation that is wanted. 

In addition, the statistical depart- 
ment will furnish reports as to the earn- 
ings of any industry, analyses of market 
conditions, will recommend profitable 
trades for the bank or the bank’s eus- 
tomers, will keep the bank informed on 
various changes in tax laws and what 
effect these changes have upon invest- 
ments, ete. Altogether too few banks 
avail themselves of the services of this 
important department of the 
writing house. 

Another department of the under- 
writing house that the bank’s bond de- 
partment should turn to for informa- 
tion and assistance is the trading de- 
partment. As its name implies, its chief 
function is that of trading in securities, 
Actively engaged in this work, it main- 
tains the market on securities, and be- 
ing constantly in close touch with con- 
ditions possesses knowledge of real 
value to bond distributor and investor. 


under- 


Service of Trading Department 


Bond buyers are realizing more and 
more the possibilities for making profit- 
able trades through the underwriting 
house. To illustrate: An investor pur- 
chases a security and holds it for a 
period of time. Then a new issue comes 
out and he is given an opportunity of 
trading the bond he holds for one of 
the new securities, thereby increasing 
the income from his investment perhaps 
1 per cent to 2 per cent a year. His 
banker, or the underwriting house, 
proves to his satisfaction that the secu- 
rities are of equal value, hence his risk 
is no greater. 

Such a trade is possible, with profit, 
because as a rule there is a market for 
the old security among investors who 
for some reason or other desire it. It 
may be that they are intimately ae- 
quainted with the company behind the 
issue, or the industry; in any event a 
demand exists and because of it a profit- 
able trade is possible. 

The banker who avails himself of this 
service that the underwriting house 
offers—realizing a profit for himself as 
well as his client—wins the confidence 
of the bond investor and is more as 
sured of his future business. The bond 
buyer, if he makes several such trades 
in a year, has increased the earm- 
ings from his investments an appreti- 
able extent. 


First Steps in Establishing 
The Department 
In some instances we have been called 
upon to assist in the establishment of 
bank bond departments and to play a2 
(Continued on page §1) 
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These men are nominated zs cfficers of the Investment Bankers Association of America. 


From left to right: J. A. Frazier, Dominion Securities 


Corporation, Toronto, Canada, nominated for vice-president; Barrett Wendell, Jr., Lee Higginson and Company, Chicago, nominated for vice-president; 


Thomas N. Dysart, Wm. R. Compton and Company, St. Louis, nominated for the president; F. W. 


Remick, Kidder, Peabody and Company, 


Boston, nominated for vice-president; and Eugene E. Thompson, Crane, Parris and Company, Washington, nominated for vice-president. 


CLEVELAND HOST TO INVESTMENT 
BANKERS ASSOCIATION 


Over 900 members and branch offices of associa- 
tion will send delegates to the thirteenth annual 
convention to be held on September 22, 23, and 24 


HE Investment Bankers 
tion of America, comprising the 
leading investment banking organiza- 
tions in the country will hold its thir- 
teenth annual convention in Cleveland 
from September 22d to 24th. National 
headquarters of the association are at 
105 South LaSalle Street, Chicago, Ill. 
Delegates from practically 
office in the mem- 
bership, of which 
606 are main 
offices and 300 
branch offices, are 
expected to be 
present at Cleve- 
land. The board 
of governors will 
go into action on 
Sunday, Septem- 
ber 21. 

The first busi- 
ness session will 
be called to order 
at 9:30 September 
22 at the Cleve- 
land Hotel. Offi- 
cers to be elected 
at this year’s con- 
vocation include 
& president, five 
Viee presidents, 
secretary, treas- 
urer, eight gov- 
ernors for terms 
expiring in 1927, 
one governor to 
Succeed Ray 
Morris, whose 
term expires in 
1925 and who has 


Associa- 


every 


OO 


at 105 South La Salle Street, Chicago. 


been nominated vice president, and one 
governor to succeed Frank W. Remick, 
whose term expires in 1925 and who has 
been nominated vice president. 

Other matters to come before the busi- 
ness sessions include revisions of the 
constitution and by-laws and reports of 
committees working throughout the past 
year. Special interest is attached to 





View of the national headquarters of the Investment Bankers Association of America located 


secretary. 


Inserts from left to right show Frederick R. Fenton, 
secretary of the association, John G. Bogden, treasurer, and Clayton G. Schray, assistant 


the work of one committee which has 
been considering permitting members to 
advertise nationally over the name of 
the association. The use of the associa- 
tion’s name has been prohibited in all 
advertising previously. 

Main offices get one vote at the con- 
vention. Branch offices are permitted 
one delegate without voting power. As 
in previous years, 
irrangements have 
been made for a 
rate of fare-and-a 
half to the Cleve- 
land convention 
with the pas- 
senger associations 
of the United 
States and Can- 
ada. Delegates in 
purchasing tickets 
should request a 
“certificate” ticket 
which, upon ar- 
rival at Cleve- 
land, is presented 
to the secretary 
of the association 
for validation. 
The _ passenger 
agents require 
that at least 350 
request such re- 
duced rates before 
it is extended. In 
all cases the route: 
to and from the 
convention must 
be identical. The 
plan has been in 
(Cont. on page 88) 
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KEEPING CREDIT DATA AT 
YOUR FINGER-TIPS 


A properly adjusted credit file enables 
officers to make a thorough analysis when 
‘an important judgment is required 





By SAM R. LAWDER 


Vice President, First National Bank, Houston, Texas 


HE credit department is probably 

the most difficult department of a 
bank to put upon a systematic basis. 
Before it can be done to full effective- 
ness, the desire for a modern eredit de- 
partment must have been installed in 
every officer whose duties have to do 
with granting credits. It is rather diffi- 
cult for busy bank officers to find the 
time to transfer their knowledge to 
written memorandums for the credit file 
and there are cases where bank officers 
have grown up with the idea that the 
information and experience gained by 
them is a personal asset which should 
not be circulated generally throughout 
the official family and become a part 
of the bank’s permanent record. This, 
of course, is a very short-sighted policy 


Name 


Address 





and one which I believe lessens the 
value of an officer to the bank. 

It seems to me that greater progress 
is possible if the bank is considered as 
an institution and the interchange of 
credit information among the officers 
and permanent recording thereof fos- 
tered to the greatest extent possible. 
There is no question but that a bank 
ean function more effectively in its re- 
lations with its borrowing customers if 
the eredit files contain all the informa- 
tion collected by the officers over a 
period of years. The absence of one 
officer does not then destroy the record 
and hamper the contact of certain eus- 
tomers in their relations with the bank. 
In a tactful way the credit department 
can, assisted by the officer in charge, 
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These forms are kept in the credit file described in the accompanying article. 





With the data 


entered, they reveal quickly and readily the essentials of the borrower's ratio, balances, loans, 
etc., over a period of four years. 
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obtain essential information from all the 
officers, reduce it to writing for the 
credit files, and in time build up a file 
for each account from which a new 
officer, a committee, or the examiner, 
can readily form a judgment of the 
risk involved and the desirability of the 
business. 

A full credit file enables certain 
officers or a committee of officers to 
analyze and weigh the vital elements of 
credit extension during times of leisure 
when an unhurried and purely imper- 
sonal judgment may be made. In all 
well regulated banks proper procedure 
requires the verification of all assets and 
a check upon the operations of all de- 
partments. A_ well-kept credit file 
permits such a check on all of the loans, 
There is a human tendency to take the 
easiest way when it is known that one's 
actions are subject to no review. On 
the other hand, if it is incumbent upon 
officers to keep the record straight in 
justification of their acts, more care 
will be exercised in the granting of 
credits. Aside from this view, a ma- 
terial benefit comes from minimizing 
mistakes due to judgment based on facts 
taken from memory. The complexity 
of modern business makes it impossible 
for men with even the finest minds to 
remember clearly the multitude of facts 
used in connection with the extension 
of eredit in any except the smaller 
banks. 

As to the details of a credit depart 
ment, between the banks in the very 
large cities and the small country banks 
there is a wide difference, as is the case 
between banks in widely separated see- 
tions of the United States. The methods 
outlined herein may b of interest in a 
general way as affecting all banks, but 
are applicable more to banks with de 
posits, say from 15 to $40,000,000. The 
experience of the writer has been con- 
fined to the Southwest, and, of course, 
is limited to that extent. 


The theory of an ideal credit depart- 
ment is that it would be a resting place 
for the information gathered by every 
department of the bank, including itself, 
which would affect the credit of cus 
tomers of the bank which receive loan 
accommodations in any form from the 
bank, or which may ever be likely t 
eall for such accommodations. Every 
officer, teller, bookkeeper, transit clerk, 
and employe is a potential source of 
credit information. The city and coul- 
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try collection departments oftentimes 
receive “tips” which would have a bear- 
ing on the eredit of borrowers. It 
would be the ultimate if every employe 
of the bank could be trained to view 
their transactions with the eyes and mind 
of experienced and seasoned officers; 
then every contact point would report 


Blank & 
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ing statements prepared by certified 
public accountants, except where small 
accommodations are involved. As the 
yearly periods of most concerns are as 
of the middle or the last of the year, 
at those periods general requests to 
large list may be made. Those state- 
ments which are dated in between may 


Company 





Showing how the credit folder is divided in the First National Bank of Houston, Texas, in order 
to make it easy for the credit man to refer instantly to any particular type of data. 


to the credit department, or the brain 
of the bank, what it sees and feels. 
Practical operations fall short of this 
ideal, but it is a standard to strive for. 

At least onee a year financial state- 
ments from every borrowing account of 
sufficient importance to warrant it 
should be obtained. Modern practice is 
leaning more and more toward requir- 


* * 


be “tickled” in date order and requests 
made once a month for those which have 
become a year old during the current 
month. 

Comparisons of statements over a 
period of years is a source of very 
valuable information, and closely studied 
and analyzed will, if the figures are true 

(Continued on page 45) 
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ACCOUNTING METHODS 
FOR BRANCH BANKS 


In the handling of branch bank transactions 


with the 


main office the accounting sys- 


tem becomes most interesting and complex 


By A. E. LITTLE 


Assistant Cashier, The American Bank, Oakland, California 


HE extent of the records and ac- 

counting system for a branch bank 
depends upon two things: the size of the 
branch, and the policy of the main 
office. The size of the branch may vary 
from a very small institution, which is 
little more than a paying and receiving 
station, to a large institution which 
operates as many and as extensive de- 
partments as any large independent 
bank might operate. The system, how- 


ever, on which the accounting is done’ 


and the reports made would be essen- 
tially the same in both eases, the differ- 
ence being merely one of size. Some 
branch banks operate merely as paying 
and receiving windows, remitting all 
funds to the main office each night. Then 
they do not have to balance as an in- 
dependent bank does, but each depart- 
ment balances and reports to the main 
office separately. This same system can 
be followed in handling loans, all loans 





being carried at the main office and the 
branch merely taking in payments which 
are forwarded to the main office. Most 
branch banks, however, operate more 
as an independent bank, keeping a gen- 
eral ledger and balance sheet and for- 
warding to the main office a copy of 
their daily balance sheet. 

The best method to approach this is 
to take a branch balance sheet and 
compare it with the sheet of an inde- 
pendent bank, and then to study the 
method of handling transactions be- 
tween a branch and main office, and be- 
tween any two branches. The branch 
sheet will differ from that of an in- 
dependent bank very little except that it 
contains fewer accounts, because some 
accounts necessary for an independent 
bank are carried only in the general 
ledger of the main office. 

The first accounts on most balance 
sheets are the various accounts repre- 
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senting the loans, and these will be 
divided in the same manner in which 
they would be for an independent bank. 
There is usually, however, no effort made 
to have the loans in any one branch 
equal in amount to the deposits in that 
branch. Most branches handle only the 
loans of their own customers, or those 
in the district in which the branch is 
located, being only those loans which 
the branch can handle and take care of 
in a more efficient manner than could 
the main office. This in some eases will 
not invest all the funds of the branch, 
and the surplus is deposited with the 
main office. 

In other cases, the branch will lend 
more funds than it has deposits, in , 
which case the branch will borrow from 
the main office, and this amount will 
show on the balance sheet among the 
liabilities, the main office carrying the 
same account on its records on the as- 
sets side. The main office pays the 
branch interest on this deposit, and the 
branch would pay interest to the main 
office in case the branch was borrowing 
from main office. This aceount of the 
branch with the main office is earried 
by each department of the branch so 
that a branch doing both a savings and 
commercial business would carry two ac- 
counts with the main office:—one in the 
savings, and one in the commercial de- 
partment. One’of these accounts might 
have a credit balance and the other a 
debit balance at the same time. The 
two deposit accounts are usually the 
only deposit aceounts which a branch 
earries. They carry no aceounts with 
any other correspondents, except in the 
ease of very large branches who might 
find it necessary to carry other deposi- 
tary accounts. 

If it is necessary for the branch to 
draw on any bank other than its main 
office, this is done through the account 
which the main office carries with its 
correspondent, the branch managers 
having authority to draw the same as 
the main office, and the main office is 
then paid the amount of the drawing, 
with complete advice so that the proper 
entries can be made at main office. 

The next item on the balance sheet 
of an independent bank would most 
likely be the bond investments. Most 
branch banks do not carry any bond 
investment account, as all investments 
of that kind are carried at the main 
office. However, in some of the large 
branches they carry bond investments 
in addition to those earried at the main 
office. 

The cash accounts at the branch, in- 
cluding cash items, exchange for clear- 
ing house, and miscellaneous items of 
that kind are the same as any independ- 
ent bank would earry, except that the 
branch carries only enough cash to 
satisfy its daily change requirements. 
This is possible because the main office 
ean carry all the reserve. This is a 
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valuable feature in view of the 
number of hold-ups which the smaller 
branches have experienced recently. 
Some of the smaller branches of the in- 
stitution with which I am connected do 
not carry any eash at all in their sav- 
ings department. Any transactions in 
the savings department at the branch 
are handled during the day through the 
commercial cash, and at the close of 
the commercial department 
either owes the savings department, or 


very 


business, 


* * 
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the savings departments owes the com- 
mercial department. In either case, this 
is adjusted by a transfer of funds in 
the main office accounts carried in those 
departments, with proper advice to 
main office. 

The next accounts to be considered 
are bank premises, furniture and fix- 
tures, safe deposit vaults, other real 
estate owned, ete. These accounts are 


usually carried entirely at the main 
office. The main office is then considered 
* * * 


to own the building which the brane) 
is occupying and the branch is required 
to pay a nominal rent therefor. 

The various items of expense and ip. 
terest paid are usually carried at the 
branch in the same manner as an ip. 
dependent bank would carry them, and 
balanced at the end of each six months 
period, with of course, proper monthly 
and semi-annual reports to the main 


office. The various accounts represent. 
(Centinued on page 48) 
* * 


LOANING MILLIONS TO BANKS 
IN THE NORTHWEST 


Ten Million Dollar Agricultural Credit Corp- 
oration, supported by leading banks, aids 
more than 200 banks in first four months 


HE Agricultural Credit Corpora- 
tion which was organized early 
in 1924 with a _ eapitalization of 


$10,000,000 for the purpose of assist- 
ing certain fundamentally sound banks 
in North and South Dakota, Montana 
and Minnesota which were threatened 
in the recent depression and epidemic 
of bank failures, completed its first four 
months of operation with credit exten- 
sions amounting to more than $4,000,000 
affecting over 200 banks. This was an- 
nounced in the first public report on the 
operations of the Agricultural Credit 
Corporation, issued recently. 

In the light of the fact that this move- 
ment, which was supported by many of 
the leading banks of the country, repre- 
sents practically the first non-political 
attempt to furnish aid on a national 
scale to afflicted portions of the banking 
system, it is pertinent to review what 
the Agricultural Credit Corporation has 
done and what it has accomplished. 

The short history of the corporation 
shows that while some unreasonable and 
unfair requests have been made upon it, 
in the main those who have applied for 


assistance have done so on a _ proper 
business basis, and there have been 


numerous instances of the work of the 
institution which proved that the con- 
fidence in those responsible for the or- 
ganization was well merited. 


When the formation of the corpora- 
tion was announced, there was wide- 
spread comment as to what it would 
accomplish. This excessive and un- 
authorized publicity led to great expec- 
tations on the part of the public in- 
terested, and there was some impatience 
exhibited at what appeared to be the 
slowness of operation and some doubt 
expressed as to its ability to accomplish 
anything’ worth while. 


By OSGOOD BALEY 


The nature of the work performed 
made it most inadvisable to publicly 
announce from time to time that aid had 
been rendered to this or that bank, and 
as a considerable amount of time is 
necessary to prepare a loan or advance, 
it was several weeks before any sub- 
stantial number of banks could be aided. 
It has been found that localities vary in 
viewpoint, for instance, regarding a 
bank which is aided. In some localities 
the local bank officials deemed it wise 
to publiely state that they have received 
substantial aid from the Agricultural 
Credit Corporation, which aid has put 
their bank in a sound condition, and the 
result in such eases has been an increase 
of confidence in their institution, and in 
many eases increase of deposits has been 
reported. In other eases the bank 
officers deemed it unwise for attention 
to be called to the fact that their bank 
had needed assistance. The corporation 
has therefore not attempted to give out 
any information regarding the individ- 
ual cases which have been handled by 
it, which aid has unquestionably saved 
the depositors from having their funds 
tied up, if not subjected to actual loss. 

The conception of the corporation 
dates back to the realization by the 
president that no safe legislation could 
be passed which would afford sound as- 
sistance to banks of the Northwest which 
were seriously endangered by the de- 
pression. Many plans had been brought 
out to relieve the situation, but in prac- 
tically every instance serious drawbacks 
to the actual operation of the sugges- 
tions had developed. President Coolidge 
then suggested that a private corpora- 
tion of considerable financial strength 
be organized with a view to getting 
under way in the shortest possible time 
and rendering aid where possible to 


those who needed it most and who could 
be put in a position to reap the benefits 
of better times which were sure to 
follow the depression. 

A meeting was therefore called at the 
request of President Coolidge, at which 
Secretary Hoover and other representa- 
tives of the administration were present, 
together with representatives of financial 
and business interests of the country, in- 
cluding farming, and a plan was adopted 
for the organization of the Agricultural 
Credit Corporation with an authorized 
capital ‘of $10,000,000. In order to con- 
veniently handle the financing and 
operation of the proposed corporation, 
it was decided to incorporate the Agri- 
cultural Securities Corporation, which is 
known as the “holding company,’ and 
the Agricultural Credit Corporation, 
which is known as the “operating com- 
pany,” both corporations being organ- 


“ized under the laws of the State of De- 


aware. At this meeting there were 
volunteers for the purpose of raising 
the $10,000,000 of capital, and outstand- 
ing men in the larger cities between 
Minneapolis and Boston proceeded at 
once to cover their quotas for the re 
quired amount. The banks of Chicago 
were notable for their generous contri- 
bution of resources and moral support. 


It was understood that the operation 
of these corporations would have little, 
if any, possibility of profit, and there 
fore it was decided that the subseribers 
to the capital should be asked to take 
income bonds of the securities corpora 
tion, which bonds would be ‘secured by 
the assets of. the operating company, 
consisting principally of loans made. 
The charters of the two corporations are 
broad in their powers and cover every 
kind of lending operation. In order 
make the aid rendered more effective, it 
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was decided that the interest rate to be 
charged by the corporation should be 
six per cent, conceded to be a low rate 
in the territory of operations. As no 
commissions or lending charges are 
made, it will be seen that the investment 
return to the subscribers, after operat- 
ing expenses and inevitable losses are 
deducted, will at best be very small. 

Due partly to the prompt and gen- 
erous subscriptions, several erroneous 
and improper ideas were formed, one 
being that the subscribers to the capital 
of the corporation did not expect to get 
back their money, and that therefore the 
corporation would grant loans secured 
by doubtful and worthless assets. An- 
other erroneous idea was that the Cor- 
poration was a government agency, 
allied possibly with the War Finance 
Corporation, Federal Reserve System, 
Federal Land Bank or Intermediate 
Credit Corporation. The reason for this 
idea was, in all probability, the activity 
of those in authority in Washington in 
the suggestion and promotion of the cor- 
poration. The capital was all sub- 
seribed, however, by private interests, 
and the corporation is directed and 
officered by business interests, without 
regard to political influences. There are 
438 subseribers, ranging in amount from 
$200 upward. The subscription list 
throughout comprises the highest type 
of American business interests, center- 
ing in and around Chicago, Minneapolis, 
St. Paul, Duluth, Milwaukee, Detroit, 
Cleveland, Pittsburgh, Philadelphia, 
New York, Hartford and Boston. 

The conditions existing in the terri- 
tory had thrown upon the banks exces- 
sive burdens which had resulted in the 
closing of a very large number of banks, 
some of which were without question 
basically sound, and it was known to be 
a fact that a considerable number of 
other banks were in danger of closing, 
some of which should and could be saved 
by a reasonable amount of timely as- 
sistance. It was therefore decided that, 
regardless of the condition of some in- 
dividuals in the territory who had need 
and who might be able to work out with 
some assistance, it would be an almost 
impossible task to select such people 
among the many thousands who might 
apply for aid, if an individual aid policy 
was announced. The saving of a bank 
to a community renders direct financial 
aid, not only to the depositors of the 
community and the stockholders of the 
bank, but it permits the normal fune- 
tioning of business in the community 
and the confident application of the com- 
munity to its regular pursuits. It was 
recognized that ‘the closing of a bank 
destroys the confidence in areas far be- 
yond the territory served by that bank. 
The checking of bank closings was 
deemed to be the best field of operation 
for the corporation, as a comparatively 
small but efficient organization could be 
assembled quickly and thereby safeguard 
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ERHAPS the most extraordinary financial development 

of 1923 was the closing of several hundred banks in 

the Northwest states of Montana, North and South Dakota, 
and Minnesota, chiefly due to the excessive number of 


banks in the territory. 
fundamentally sound. 


Some of these banks were 


Many plans were. developed to relieve this situation, 
including a number that were wildly visionary. The 
Agricultural Credit Corporation was formed at the sug- 


gestion of President Coolidge, 


with headquarters at 


Minneapolis, and was supported by many leading banks 


throughout the country. 
part of 1924. 


It went into action in the first 
Just what the Agricultural Credit Corpora- 


tion accomplished is described in the accompanying article, 
which shows that the corporation has materially aided 
many going banks, and helped to revive a small number of 


closed banks. 
banker. 


the interests of a large number of people 
whose financial condition was such as to 
mark them as among those who had the 
best chance to work out of their difficul- 
ties. 

Temporary offices were opened on 
February 26. An officer was selected 
and placed in charge of each of the four 
states of Minnesota, Montana, North 
and South Dakota, the territory affected, 
and applications were received and con- 
sidered before the formal papers neces- 
sary to the organization and operation 
of the corporation could be prepared. 
The first loan was completed and made 
on March 20. Thus the corporation has 
been in active operation just about four 
months. Up to the middle of July loans 
and investments totaling over $4,000,000 
had been completed. The more than 200 
banks affected ranged as follows: 


Minnesota 12 banks $ 404,000.00 
North Dakota 98 banks 1,242,000.00 
South Dakota 61 banks 1,547,000.00 
Montana 25 banks 886,000.00 
Special 

outside eases 9 banks 178,000.00 


The deposits in the banks aided show 
as follows: 


Minnesota $ 7,262,000.00 


North Dakota 14,610,000.00 
South Dakota 17,404,000.00 
Montana 5,636,000.00 


No discrimination has been practiced 
as between states or sections of states, 


‘nor has any attention been paid to 


whether the bank was operating under 
a state or national charter. The terri- 
tory served has, to a certain extent, used 
the Twin Cities as a reserve center, but 
no special attention has been paid in the 
consideration of loan application, as to 
the correspondent bank connections of 
the applicant. One of the first prin- 
ciples laid down by the directors and 
officers of the Corporation was that the 
aid rendered by the Corporation should 





The article is of definite interest to every 


be so handled as to benefit the com- 
munity, and not used to pay off other 
creditors, such as large city correspon- 
dent banks, Federal Reserve Bank, War 
Finance Corporation or any other ex- 
isting agencies which were able to carry 
whatever loans they might have. The 
various banking departments operating 
in the states have worked with the cor- 
poration, and have rendered great as- 
sistance in the selection of banks to be 
aided as well as working out details of 
re-organization and re-opening of c!osed 
banks. The corporation has assisted in 
re-opening nine banks, which is not a 
large number considering the number 
which have been closed within the last 
two years. It has preferred to assist the 
going bank rather than to revive a closed 
bank, which, if revived, would only add 
to the difficulties of the territory later by 
bringing on unbusinesslike competition. 


The several state banking depart- 
ments and the comptroller’s office at 
Washington recognize the part played 
by the excessive number of banks in this 
territory. While not a cause for the 
general troubles of the territory, these 
banks did add to the difficulties and 
place an additional barrier in the way 
of restoration of sound basie conditions. 
The corporation relieved some farmers 
of excessive interest charges on their 
past due taxes, and it is intended to 
assist a great many more as soon as it 
ean safely do so and not be in conflict 
with existing laws and rulings. The cor- 
poration got under way in time to assist 
a few cases of late seeding. This was 
an activity, however, which did not 
afford very much opportunity for assist- 
ance as the seed was purchased else- 
where in time. 

Direct assistance to the farmer has 
also been undertaken along lines of co- 
operation in purchase of dairy cows, 
sheep, hogs, and other farm animals. A 

(Continued on page 43) 











A view in the women’s banking department in the Bank of Italy, San Francisco, which is directed by Miss Grace S. Stoermer, who is shown in the 
It is interesting to notice that all of the bookkeeping, paying and receiving, 
Every regular banking facility is offered to the women patrons. 


oval. 


The department occupies the entire second floor of the building. 
and other work in the department is performed by women employes. 





HOW DO WOMEN MEASURE UP 
IN THE BANK’S ROUTINE 


Bank executives who have made careful studies 
have arrived at the conclusion that many jobs can 
be performed better by feminine workers than men 


HE entrance of women into 
the banking business presents an 
interesting aspect of personnel ad- 
ministration that deserves special con- 
sideration. During the last deeade the 
appearance of the typical bank force 
has greatly changed. The costumes of 
the host of girl workers have measurably 
brightened up the corners darkened by 
the usual sombre garb of the men, and 
make apparent to the casual observer 
that women have found another field of 
business activity. 
It was inevitable, of course, that the 


banking business should become a 
promising field of employment for 


women, for that great movement of 
women into business that has marked 
this generation had a power that would 


18 


By WALTER R. BIMSON 


Harris Trust and Savings Bank, Chicago 


not be stayed by bronze doors and steel 
grills. But the war accelerated the 
movement greatly. The departure of 
the men from banks to military service 
compelled the manager to employ women 
in all kinds of bank work. In the course 
of the next few years they had ample 
opportunity to demonstrate their fitness 
for bank work and the manager, in 
turn, had a chance to make a careful 
appraisal of the women workers on his 
staff. 

With the end of the war and the re- 
turn of the men to their old jobs, there 
was a tendency to replace many of the 
girls. But this tendency has not made 
much headway. The girls had taken 
advantage of their opportunity and had 
entrenched themselves firmly in the 


good opinion of the managers by means 
of efficient and intelligent performance 
of their work. At the present time 
women workers number from one-third 
to one-half of the total force of city 
banks. 

The coming of women into this ex- 
clusively male domain presented some 
new problems to the bank manager. The 
solution of them is still engaging the 
manager’s attention, resulting in much 
diseussion of the scope of women’s ac- 
tivities in the banking field. 

It is probably true that it is difficult 
to bring to a consideration of these 
questions a mind free from preconceived 
notions. Some students of society have 
gone so far as to assert that man ca 
never bring to any question that has 4 
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woman in it a mind that functions quite 
freely and without emotion, but this, of 
course, is not true of the cold, austere 
banker. It is quite likely, however, that 
any fair study of women’s position now, 
and probable position in the future, 





BANKERS MONTHLY for SEPTEMBER, 1924 


have been operating these machines so 
successfully that many banks will not 
employ men for these jobs. I do not 
believe we may fairly say that any of 
the routine clerical jobs of a bank can- 
not be performed by women because of 


COMPARATIVE LENGTH OF SERVICE OF - 
MEN AND WOMEN WORKERS 


LENGTH OF SERVICE 


Under one year 
1 to 2 years 


a 


3 to 
4 to 
5 to 
6 to 
7 to 
8 to 
9 to 
0 to 
5 to 
20 to 


32 years 





should begin with a recognition of the 
fact that there are a good many preju- 
diees against women workers, which in- 
fluence greatly the attitude toward them 
and the appraisal of their value. 


One of the most influential prejudices 
is based upon the idea that woman is 
out of place in business, that she be- 
longs in another sphere and, therefore, 
is incapable of as good service as man. 
This is bluntly and erudely stated—as 
no manager would be likely to put it. 
Yet, this prejudice is behind many of 
the charges that are made against the 
woman employe. 

Now, of course, no one can deny that 
the employment of women as it relates 
to homemaking raises some serious and 
perplexing questions; just how the in- 
creasing participation in business of the 
women of the country will affect the 
home no one can say. Most employers, 
however, are not letting their fears on 
this seore influence very profoundly 
their policy of employing women. 

It is worth while to consider some of 
the things that are said for and against 
the employment of girls in bank work, 
for the purpose of determining, if we 
can, to what extent these judgments are 
based upon fact and how much upon 
prejudice. 

No one will doubt that the question 
of physical strength and endurance may 
play an important part in determining 
whether or not women can perform 
effectively certain types of work. The 
inherent physical characteristics of 
Women may, and undoubtedly do, place 
limitations upon the kind and amount 
of work they can perform. But this 
faet is over-emphasized in its applica- 
tion to women working in banks. 
Operating bookkeeping machines calls 
for as great an outlay of physical 
strength, nervous energy and endurance 
48 any job in a bank, and for years girls 


NO. OF WOMEN NO. OF MEN 
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physical characteristics. 


The charge that girls are more likely 
than men to go to pieces under a strain, 
that they cannot carry the peak load 
of work in the unusually busy periods, 
has little foundation in fact in bank 
work. Every bank manager, employing 
a large number of girls, can cite in- 
numerable instances of girls who regu- 
larly carry their.share of the load in 
the busy times, performing after-hours 
work as efficiently and with as little bad 
after-effects as the men. It is unques- 
tionably true that in many banks they 
do less of this extra work. That is due 
in many cases, however, to a somewhat 
misplaced sense of chivalry or roman- 
ticism that causes the department man- 
ager or supervisor to favor the girls at 
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such times. He will frequently send 
the girls home and exeuse his favor- 
itism on the grounds that the girls, poor 
things, should not be allowed to work 
so hard. Then, too, it must be said that 
some girls are not unwilling to take ad- 
vantage of such an opportunity to un- 
load their extra work upon others—a 
fault, however, which is sometimes 
shared by men clerks. 


How about absences due to illness? 
Here, unquestionably, the men have it 
over the girls. There are a great many 
conflicting opinions and statisties con- 
cerning comparative attendance records 
of men and women workers. It is com- 
monly assumed that women lose more 
time from work because of illness and 
other causes than men. And-most of 
the reports from large firms support 
this assumption. Here, again, I believe 
we usually over-emphasize this fact and 
fail to give women the credit to which 
they are entitled. Several bank man- 
agers interviewed on this subject have 
stated they believe there is little differ- 
ence between the attendance of men and 
women as far as their own banks go. 


W. F. Gephart, vice president of the 
First National Bank of St. Louis, in 
the May, 1924, Journal of Personnel 
Research, says: ; 


“A eareful analysis of absence 
and tardiness record of men and 
women extending over a long period 
of time shows the following facts. 
The record of the men shows that 
their attendance was 98.8 per cent 
perfect; that is, the total number 
of men were absent on account of 
illness and other causes only 1.2 per 
eent of the time. For the same 
period, the record of the women 
was 98 per cent. This means that 
the sexes show practically no differ- 


RE women replacing men in bank clerical work? Those 
who have observed conditions in the banks following 

the war pericd have noticed that in many banks the book- 
keeping, transit, and many other operations are today being 
performed by a greater number of women than ever before, 
But on the other hand many bankers have been skeptical 


as to the real value of the woman bank worker. 


The situ- 


ation presents a practical problem to the banker, and in 
view of the conflicting opinions on the matter it is interest- 
ing to get away from haphazard judgments and get down 
to actual facts and figures as a basis for reaching a 


conclusion. 


The accompanying article, which is the ninth in the 
author’s series on bank personnel management, affords 
“brass tack” evidence on the efficiency and value of the 
girls as clerical operators, and demonstrates in a striking 
way how they measure up as important factors in the 
routine work of the average bank. 
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TRANSIT DEPARTMENT 























ence in the regularity with which 
they attend to their work, nullify- 
ing the frequent assumption that 
women are absent from their em- 
ployment more than men.” 


As far as mental ability is concerned, 
there certainly is no evidence that men 
are better equipped than women for 
bank clerical work. It can be quite 
fairly assumed that women may be some- 
what handicapped by not having had as 
rich a background of experience in busi- 
ness transactions as men. While this 
point is important in the administration 
of executive duties it is not of vital im- 
portance in a practical consideration of 
the efficiency of the girl bank clerk. 

Much has been said about the greater 
instability of women in bank work. 
Their failure to stick to a job, their 
tendency to change frequently increases 
turnover with the resulting increase in 
operating costs and decrease in efficiency 
that comes from an abnormally high 
turnover. It is undoubtedly true that 
girls are more likely to change jobs than 
men and that the records of turnover 
are usually in the men’s favor. The ac- 
companying chart showing an analysis 
of length of service of men and women 


In the busy transit department 
of the First Wisconsin National 
Bank, Milwaukee, most of the 
workers are girls. A system of 
grading the work in this depart- 
ment proved instrumental in 
developing accuracy and cutting 
costs. Errors made in sorting, 
listing, and registering checks 
are recorded daily, and at the 
end of the month are posted on 
a bulletin board. An honor 
roll is published of those who 
have made no mistakes, and the 
girls put forth their best efforts 
to get their names on the roll. 


employes over a long period of time has 
an interesting bearing upon this objec- 
tion, and shows surprisingly little differ- 
ence in length of service of men and 


women. It indicates the situation in a 
banking organization where women 


have oceupied favorable positions for 
many years. It also predicts a much 
increased stability in the future in or- 


ganizations where girls have a _ real 
opportunity to find employment for 


which they are adapted and to work 
under favorable conditions. 

The average length of service of all 
of the men in this bank, exclusive of 
officers, is 3.39 years, while the average 
length of service of all women employes 
is 3.06 years. 

As evidence of the fact that women 
usually do not take their jobs as seri- 
ously as the men, the comparative tardi- 
ness record is frequently used. Here 
again we find sufficient evidence of a 
situation favoring the women to modify 
considerably our objections on this seore. 
Let us again quote Mr. Gephart of the 
First National Bank of St. Louis. 

“An analysis of the tardiness or 
promptness with which men and 
women report shows no great differ- 


ence. The men’s record for ag 
period of three months shows that 
they were 98.2 per cent perfect in 
their promptness in reporting, or in 
other words, they were tardy only 
1.8 per cent of the time. The 
record of the women is 97.7 per 
cent, or in other words, the women 
were tardy 2.3 per cent of the time. 
It would seem, therefore, that as far 
as this record goes, no unfavorable 
comparison could be made with re. 
spect to regularity of women en- 
ployes or their promptness in re- 
porting for work.” 


The experience of other banks in- 
vestigated indicates that Mr. Gephart’s 
conclusion is sound as it relates to the 
situation in many city banks. 

Many statements relating to unim- 
portant criticisms of women bank em- 
ployes do not need detailed considera- 
tion. For example, there is no more 
reason to charge the girls with wasting 
time with the vanity case and mirror 
than there is to charge men with wast- 
ing time with the cigarette case and 
pipe. That the presence of girls work- 
ing with men in an office results in 
more idle conversation than would be 
found if men alone were employed is an- 
other charge that is not upheld in the 
experience of many observers of the 
work of men and women bank clerks, 
That customers object to having women 
wait upon them in a bank when they 
have no such objection in other busi- 
nesses is more or less a mythical objec- 
tion. 

No manager who has had the re 
sponsibility of administering disciplin- 
ary measures will doubt that it is more 
difficult to criticize or reprimand a 
woman than a man. How much of this 
is due to the manner in which she re 
sponds to discipline and how much to 
the inherited chivalry of the male, is not 
easy to determine. Whatever the ex- 
planation, the fact will not constitute 2 
determining factor in women’s status in 
business. 


Any appraisal of women’s position in 
business must take into consideration 
the motives and ambitions that animate 
her work. These of course are’ very 
different from men’s, and in that differ- 
ence is the material for most of the 
serious charges that are laid at the doors 
of the women folk. 

Comparatively few of the girls em 
ployed in banks desire permanently t 
remain in business. Marriage is Wh 
questionably and properly the goal that 
most of them are seeking and the at 
tainment of this goal usually terminates 
the period of employment. 


If an employe does not expect to re 
main with an organization, there follows 
inevitably a mental attitude that effects 
profoundly his or her usefulness. This 
results, not necessarily in greatly le 
sened efficiency in the performance of 

(Continued on page 50) 
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CHICAGO'S 214 BANKS OPEN 
TO A. B. A. DELEGATES 


Fiftieth annual convention offers an extraordinary 
opportunity for visiting bankers to make a com- 
parison of operating systems in all departments 


N the matter of “Taking the Bank 
A the People” Chicago has some- 
thing to show the delegates to the 
fiftieth annual convention of the Amer- 
jean Bankers Association when they meet 
in that city Sept. 29. The neighborhood 
bank has become an institution of great 
importance in Chicago’s financial strue- 
ture and the manner in which it has 
developed its field in the last few years 
affords an interesting subject of study 
for the country’s financiers. 

Chieago is distinetly a city of indi- 
vidual banks. Branch banking is not per- 
mitted under Illinois law, and while 
there are a few groups of affiliated in- 
stitutions, all the banks are separate 
corporate units. Of a total of approxi- 
mately 250 banks in the city only 26 
are located in the downtown district, or 
“in the loop,” as it is known locally. 
The remainder are in the “outlying” 
class, located in community centers 
throughout the metropolitan district. 
The latter range from small institutions 
with a few hundred thousand dollars in 
deposits to banks with total resources 
of $25,000,000. Their officers are pre- 
pared to take an active part in the enter- 
tainment of the city’s banking guests 
next fall. They have a creditable record 
in the role of hosts on their own account 
and will contribute materially to the sue- 
cess of the big national meeting in Sep- 
tember. 

The development of these “outlying” 
banks has made great strides since the 
last meeting of the A. B. A. in Chieago 
in 1918. It is interesting to note that 
their growth has not been at the expense 
of the great commercial institutions of 


the downtown district, but rather has 
promoted materially the general bank- 
ing prosperity of the city. They are 
constantly training an army of hundreds 
of thousands of bank customers. They 
constitute a great reservoir of savings, 
adding much to the financial power of 
the community. They conduct on a 
large scale work in thrift, investment 
and banking methods which is of far- 
reaching public benefit. 

All the banks of Chicago have, aceord- 
ing to the latest available statisties, com- 
bined capital, surplus and undivided 
profits of $295,960,200. Of this sum 
$68,816,800 or 23.24 per cent was ac- 
counted for by the “outlying” banks. 
Of a total of $2,377,063,000 deposits 
these same banks carried $621,289,000, 
or 26.13 per cent. It is in the matter 
of savings deposits, however, that the 
“outlying” banks assume greatest im- 
portance. The total of these accounts 
for all the banks of the city, as shown 
in the last call, was $628,636,000, of 
which $331,287,000 was on deposit with 
the neighborhood banks. In_ other 
words, they held 52.69 per cent of the 
accumulations of persons of small 
means. The _ potentialities of this 
clientele can hardly be overstimated. 

The neighborhood banking business 
received its greatest impetus in the days 
of high-rate commercial paper immedi- 
ately following the war. Earnings of 
20 per cent a year on capital stock were 
common and in some eases they ran as 
high as 50 or 60 per cent. They are not 
so high now, with the paper rate hover- 
ing around 3 per cent, but they are still 
large enough to provide an attractive 


field for investors in the stocks of these 
banks. In the time of greatest pros- 
perity the outlying institutions nearly 
all erected handsome new buildings of 
their own, built up their surpluses and 
generally fortified themselves for the 
period of easy money through which 
they are now passing. 

The success of these outlying banks 
gives striking proof that the seeds of 
thrift sown during the war and the 
liberty loan campaigns struck root more 
deeply than was generally ‘supposed. 
While the greatest accumulations of sav- 
ings have been in industrial centers, 
where the population is largely of for- 
eign birth or descent, the progress made 
in this direction by the native element 
is so pronounced that it does not suffer 
in comparison. The desire to safeguard 
the future seems to be common to all 
and to be inereasing as the savers be- 
come more independent, and begin to 
realize practical benefits from their 
economy. 

Bankers generally agree that prohibi- 
tion has been an important factor in 
the promotion of saving. High wages 
and full employment may have provided 
the nest-egg, but the passing of the 
saloon undoubtedly has done much to 
make possible the filling of the nest. 

The official convention program covers 
four days, the general and divisional 
sessions being interspersed with enter- 
tainment features .for both men and 
women. October third has been desig- 
nated as golf day, the committee on 
that pastime, so distinetively the bank- 
ers’, has secured the Olympia Fields 
Club for the day. 





The famous Michigan Avenue skyline of Chicago. Near the left of the picture is the Congress Hotel, which will be headquarters for the fiftieth 


convention of the American Bankers Association, September 29 to October 2. 


to the thousands of visiting bankers. 


Bankers of the city unite in extending a hearty welcome 
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WINDOW AND LOBBY DISPLAYS 


THAT SAY “COME IN” 


To a very real extent the physical charac- 
teristics of a bank’s building, inside and 
out, are parts of its advertising policy 


GROUP of bankers were “talking 
shop” at the Yale Club in New 
York not long ago. 

M. E. Holderness was there from 
St. Louis, Gaylord Morse from Chicago, 
F. M. Staker from Kansas City, E. L. 
Hote of Richmond, Kline Roberts from 
Columbus. The New Yorkers were 
F. W. Gehle and Carroll Ragan. 

The question was asked: “Is there 
less money wasted in financial advertis- 
ing today than was wasted ten years 
ago or more?” 

In a group like this one, including 
some of the best known bank new busi- 
ness managers in the country, one might 
have expected instant agreement on the 
point, but nothing like that was the ease. 
Finally someone spoke up and said, 
“IT think both sides of this discussion 
are right and wrong. A good many 
banks are wasting less, but a good many 
are wasting more. It depends on the 
bank.” 

“Doesn’t it depend on the banker?” 
he was asked. 

“Yes and no again,” he _ replied. 
“Some mighty good bankers are darn 
fools when it comes to advertising and 
some darn fool bankers are pretty keen 
on advertising values. Then too a good 
deal depends on how close the man in 
charge of advertising is to the man who 
js in eharge of the bank as a whole. 
Where these two men are the same it’s 
proper to say that the efficiency and 
economy of the bank advertising de- 
pends on the banker. Where they are 
not the same it may depend on the 


advertising in banks. 


many helpful suggestions. 


NE of the most convincing evidences of the changing 
practices of financial advertising in the last few years is 

to be found in the general development of window display 
And this is by no means limited to the 
banks in the larger cities, for window displays are being used 
effectively by hundreds of country banks. 
ticularly surprised when the First Trust and Savings Bank 
and the Northern Trust Company of Chicago recently unloosed 
the iron bars of many years standing from some of their win- 
dows and converted this space into attractive displays. 
accompanying article by G. Prather Knapp is one of a valuable 
series on new business development for banks. 


By G. PRATHER KNAPP 


Vice President, Bankers Service Corporation 


bank and no single individual may be 
responsible for it.” 

Conversation became general at this 
point and even an expert court stenog- 
rapher would have found it difficult 
to transcribe it. The general sense of 
it is so pertinent to the whole problem 
of financial advertising that I wish 
every banker in the country could have 
heard it. 

Boiled down to a sentence, it is this: 
Every animate and inanimate thing 
around a bank can help to cut down 
waste in its advertising if those persons 
and things are properly co-ordinated, 
with that end in view. 

To a very real extent, the actual 
physical characteristics of a bank's 
building, inside and out, are parts of 
its advertising policy. In one of the 
first articles of this series, I suggested 
that the responsibilities of the new bus- 
iness manager should include some voice 
in and control over the service manage- 
ment of the bank. This means that the 
new business manager ought to be 
allowed to get all the advertising value 
possible out of the bank’s corner, its 
building, its windows and hallways, its 
lobby, its elevators, its coupon rooms 
and every one of its customer areas. 

In a very real sense the bank made 
an advertising appropriation when it 
selected a prominent corner in the 
business district at a very much higher 
ground rental than some other corner 
would have commanded. It made an- 


other advertising appropriation when 
it erected an imposing and commodious 























No one was par- 


The 


It presents 


building, and fitted that building fm 
the reception of many thousand eys 
tomers. 

The clerks and officers would have 
been just as comfortable on the highest 
floors of a loft building, and people who 
were forced by circumstances to do 
business with the bank would have come 
to it just the same. 

Clearly, the difference in annual out- 
lay between an expensive ground-floor 
location and a cheaper one was _justi- 
fied by the belief that this extra expense 
would bring people into the bank who 
did not have to come, and would not 
come unless it were convenient and 
pleasant to do so. In other words, a 
definite part of the bank’s ground 
rental and building expense is a new 
business appropriation, and as sueh it 
is the new business manager's job to 
make it pay the highest possible return. 

Doing something with the building is 
the advertising manager’s duty, and it 
is his opportunity as well. Station a 
man outside your bank and tell him 
to count the passers-by. You will find 
that you have in those passers-by a 
free circulation considerably larger than 
the circulation that many publications 
want to charge you high space rates for 
approaching. It is the exceptional city 
bank which is not passed by at least 
five thousand people a day and I know 
a dozen banks where this circulation is 
multiplied by ten. 


If 10,000 people pass your bank 
every day, you have the equivalent of 
a daily newspaper circulation whieh 
would cost at least $100 per page per 
day. You have the equivalent of a 
weekly journal circulation which would 
cost at least $500 per page per week. 
You have the equivalent of a monthly 
magazine circulation which would cost 
at least $1,500 per page per month. 

Therefore, judged by circulation 
alone, you are justified in building 4 
new window display every month at a 
cost of from $1,500 to $3,000, and of 
course you can build an unusually at- 
tractive display for a great deal less 
than that. 

But circulation is not the only basis 
for comparison. What other advertis 
ing medium can give you circulation 
where 100 per cent of the readers can 
act on your advertising the moment that 
they read it? On this basis it might be 
(Continued on page 53) 
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A DEPARTMENT THAT 
LEADS TO PROFITS 


When you go after the real estate business 

in your community you establish contacts 

that always help to increase deposits 
> 


By JEROME DACEY 


HE bank or trust company with 

the well organized real estate de- 
partment is the bank which is going to 
get the big business of tomorrow. This 
is being expressed in metropolitan 
banking centers and it seems to be 
recognized in middle and smaller sized 
cities. 

Why has the middle size and small 
town banker always considered the real 
estate department too costly? Real 
estate loans demand a great deal of 
time and attention. Property must be 
examined and appraised which takes 
skill and training. The tangled threads 
of real property law are many. Fire 
insurance coverage presents more 
problems and delays. Collection of in- 
terests and rents presents a difficult 
duty to perform wholly unlike handling 
dividend checks or depositing coupons. 
Promptness in payment of these in- 
terests and rents depends on the success 
or failure of the customer. 

But in spite of these obstacles, real 
estate departments continue to spring 
up. 
One of the most important factors 
is that a large real estate and first mort- 
gage investment business can be built 
up without either salesmen or advertis- 
ing campaigns. Without even a mail- 
ing list, it has been said. This is 
perhaps the best news to the small 
banker who cannot afford a huge real 
estate department with trained sales 
people and advertising managers. 

The newly organized real estate de- 
partment in the middle and small-sized 
town has its biggest advantage in the 
intimate personal contact with investor 
and borrower. The most is to be gained 
in the real estate business by knowing 
the people with whom you are dealing. 
The real estate man in the smaller 
bank knows people better in the district 
whieh he is covering. 

This personal contact is easily con- 
tinued. There is a chance to talk to 
the investor every time he comes for 
interest payment. A borrower if 
allowed to talk enough will give the 
trained real estate mind all it wants 
to know in a short while. The banker 
has a chance to talk directly to his 
customer-investor and learn what 
profits are expected from the invest- 
ment. The small banker actually 
becomes the investor’s financial ad- 
wser. This is a position of import- 
ance to the real estate department. 


Organizers of real estate departments 
must remember that when they make 
and sell a mortgage loan, their part 
has only just begun. They must keep 
the neighborhood in mind—must re- 
member the trend of things. They must 
make occasional visits to property con- 
cerned so that they will have something 
to serve as a basis for renewal of loans 
when due. 

Volume and low cost of business and 
not huge profits on single transactions 
are what make for success and profit 
in the real estate department. Large 
single-transaction profits mean weak- 
ened borrowers or loans out of the 
erdinary. 

The real estate business must be con- 
ducted pretty much the way the other 
party wants it to be—if his method is 
reasonable and fair. A reasonable and 
fair knowledge of facts and interpreta- 
tion of these facts must be demanded, 


. of eourse, but it must be remembered 


that the bigger the investor, the more 
insistent he will be on doing business 
in his way. 

The real estate department will be 
fortunate if a title guaranty company 
exists in its district. There are many 


distinct commercial advantages to 
mortgage policies over  attorney’s 
opinion. Safety, speed, increased mer- 


chantability of loans and less expense 
are some of the advantages. 

The beginner in the real estate de- 
partment must recognize the sense of 
trusteeship in the mortgage investment 
business. He has a bounden duty to 
give and treat his client as well as it is 
in his power to. 

The ability to pick safe mortgages 
and to sell them, cannot be _ over- 
estimated. This is a matter of ex- 
perience and training. Judge Frederick 
E. Crane, of the New York Court of 
Appeals has this to say of the training 
of real estate men: 

“The importance of the real estate 
man to the community has grown to 
such a point that his business is really 
a profession and one for which there 
should be at least some requisite prep- 
aration. Quality, skill, experience, and 
ability—he cannot have too much.” 

Knowledge of local conditions, which 
the small town banker has at his finger 
tips, is important. Growth of the city 
and population, of changes in character 
of the population are important in 
property evaluation. 


Another wise rule for the beginner in 
real estate is to keep away from special 
purpose buildings. The closer the bank 
sticks to one and two family residences, 
apartments, and business buildings, the 
easier it will be to dispose of mortgages. 

“The real estate business is aceumu- 
lative. Much must not be expected 
quickly, no matter what the size or loea- 
tion of the bank which inaugurates it,”. 
says Hiram 8S. Cody, vice president and 
manager of the real estate department 
of the Chicago Trust Company and divi- 
sion chief of the National Association 
of Real Estate Boards. “The wisdom 
of avoiding a splurge in the establish- 
ment of the real estate department, 
especially in the small bank, is par-, 
amount. <A gradual start, depending 
upon a few satisfied investors to bring 
in a few more, is far more successful. 
With proper attention to a few cus- 
tomers, success is practically assured.” 


BOYS’ AND GIRLS’ CLUBS 
IN NEW YORK BANKS 


Many New York State banks have 
brought themselves into closer contact 
with the farmer and with agricultural 
problems by the organization of boys’ 
and girls’ clubs. 


The Tompkins County National Bank 
of Ithaea, N. Y., organized a certified 
seed potato club and is financing it for 
the benefit of boys and girls interested. 
The bank supplies each new contestant 
with certified seed potatoes, and these 
workers return an equal amount of 
potatoes to the bank in payment for 
the seed. Every worker disposes of or 
uses his crop for seed purposes. The 
bank then holds an achievement day 
in the fall with. dinner and prizes. 
Only those workers who have completed 
their tasks by returning their records 
to the county agent are permitted to 
attend and compete for prizes which 
range from 50 cents to two dollars. 


The Citizens Bank of Waverly, N. Y., 
organized a poultry club. Pure bred 
hatching eggs or day old chicks are 
matched in contests conducted by this 
bank. The First National Bank of 
Candor, N. Y., the Farmers and 
Merchants Bank of Spencer, N. Y., the 
Owego National Bank of Owego, N. Y., 
the Pulaski National Bank of Pulaski, 
N. Y., and the First National Bank of 
Earlville, N. Y., conduct similar chick 
clubs. Calf clubs are conducted by the 
Ontario County Trust Company and 
the Lacona National Bank, Lacona, 
N. Y¥. The First National Bank of 
Central Square, N. Y., has a Pig club. 
A Sheep elub is sponsored by the 
Canandaigua National Bank. 


The boys’ and girls’ clubs are en- 
couraged by the New York State 
Bankers Association and the co-operative 
extension division of the Department of 
Agriculture. 








KEEPING THE CREDIT STATEMENT 
EFFECTIVE IN COURT 


United States Circuit Court of Appeals definitely 
settles two rules bearing upon the continued effect- 


iveness 


of the borrower’s financial 


By ARTHUR E. FIXEL 


statement 


Member of the Detroit Bar and Author of ‘False Financial Statements—Remedies of Defrauded Creditors”’ 


HE B. and R. Glove Corporation 

decision, handed down by the 
United States Cireuit Court of Appeals 
on a ease arising out of a financial 
statement given in 1920, offers some in- 
teresting sidelights to those familiar with 
credit law. The court ruled that a state- 
ment six months old could not be relied 
on by reason of the world-wide finan- 
cial depression existing at the time. 

This ease has given rise to the follow- 
ing questions: How long may the 
banker rely on the borrower's financial 
statement? How is the _ situation 
affected by a general depression or a 
general collapse in values? Does the 
statement continue to be effective for an 
indefinite length of time, if it contains 
debtor’s stipulation that in the absence 
of notice to the contrary, the bank may 
continue to rely upon the statement as 
a true and accurate statement of the 
borrowers financial condition? 

The matter of B. and R. Glove Cor- 
poration is a decision recently rendered 
by the United States Cirenit Court of 
Appeals for the Second Cireuit. It 
was decided on an appeal from the 
District Court of the United States for 
the Southern District of New York. The 
case arose out of two eredits extended 
to debtor in December, 1920, a time 
of .world-wide financial depression. 
The particular proceeding was a recla- 
mation suit filed by a creditor seeking 
to reclaim goods. The alleged right of 
reclamation was based upon the alleged 
falsity of debtor’s financial statement 
showing his financial condition nine 
months prior to the date of extending 
the credits above mentioned. The 
Cireuit Court of Appeals for the See- 
ond Cireuit, consisting of Judges Rogers, 
Hough, and Manton, found that the 
debtor’s financial statement was materi- 
ally false, but held that at the time 
in question, the creditor had no right 
to rely upon a financial statement which 
was nine months old. For this reason 
and for other reasons set forth in the 
court’s opinion, the creditor was denied 
a recovery of his goods. 

The court held in that case, that a 
financial statement may be relied upon 
only for a reasonable length of time. 
The court further held that the question 
of what is a reasonable time is usually 
a question of law for the court. The 
court further held that the question of 
how long a creditor may rely upon a 
financial statement depends upon the 
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circumstances of the particular ease. As 
applied to the case under consideration, 
the Court of Appeals said, “In view of 
the general financial depression which 
prevailed, the claimant was not reason- 
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ably entitled to rely in December on a 
financial statement made nine, or even 
six months previously, and not men- 
tioned by either party in the transac- 
tions involved.” This is probably the 
first time a court has held that a bor- 
rower’s statement is ineffective six 
months after its issue. 

The decision in the case of B. and R. 
Glove Corporation was an outgrowth of 
the sudden collapse of values in 1920. 
That vear, cotton goods dropped 66-2 /3 
per cent on an average between January 
and December, woolen goods dropped 
about 60 per cent between January and 
December, and leather goods dropped 
about 60 per cent between January and 
December. Other basic commodities 
similarly suffered large shrinkage in 
value. The merchant who had a big 
surplus in his leather business in March, 
might have found himself in the Bank- 
ruptey Court in August. So great and 
so sudden was the collapse in values dur- 
ing the 1920 depression, that a debtor’s 
statement given in February or March 
1920, could not reasonably be thought 
to reflect debtor’s financial condition in 
October 1920. It was in view of these 
conditions that in 1920, the creditor was 
held to have no right to rely on a 
financial statement given six months 


prior to the extension of the credit jp 
question. 

The importance of the decision lies 
in the fact that the length of time dur. 
ing which a financial statement remains 
effective, has been definitely stated as 
being only a reasonable length of time, 
The case is specially interesting in that 
six months is held to be longer than a 
reasonable length of time under the con- 
ditions as they existed in 1920. 

In 1920, thousands of borrowers were 
loaned money on the strength of finan- 
cial statements more than six months 
old. Their financial statements were 
probably ineffective in most eases. 

The how long a 
creditor may ordinarily rely upon a 
financial statement, and what is a 
reasonable length of time, are not 
harmonious. The various rules dealing 
with this subject may be classified as 
follows: 

First. line of decisions holds 
that the creditor may rely upon the 
debtor’s financial statement during the 
time which elapses between the periodic 
issue of statements, if the trade cus- 
tomarily gives such periodic statements. 
Certain branches of the shoe trade re 
quire financial statements from the eus- 
tomer each six months. Under this 
practice, the creditor would probably 
have the right to rely upon a debtor's 
financial statement for the six months 
period, plus such additional time as is 
reasonably consumed in securing and 
filing debtor’s new periodic statement. 

Second. Under a second rule, fol- 
lowed in the case of B. and R. Glove 
Corporation, the court determines for 
itself, what is a reasonable length of 
time during which a creditor may rely 
upon a debtor’s financial statement 
theretofore furnished, basing a decision 
upon the particular facts appearing in 
each case. In the appellate courts im 
various jurisdictions, such period has 
been variously stated to be from nine 
months to eighteen months, in the ab- 
sence of a general collapse in values. 

Third. Under this rule, which finds 
support in many jurisdictions, it is held 
that a financial statement fifteen months 
old, may be relied upon in extending 
credit. The fifteen months rule seems t 
be based on very good reasoning. The 
ease of Krolik vs. Lang, decided by the 
Supreme Court of the State of Mich 
igan, is one of the cases supporting this 

(Continued on page 46) 
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FORTIFYING THE BANKER ON 


OVERSEAS SHIPMENTS 


How the “certificate of inspection” supplements 
bill of lading by appraising character of the 
goods and verifying performance of shipper 


By IRVING L. MARSH 


President Commercial Survey Company, New York 


ROFITABLE banking operations in 

commercial paper depend upon the 
unhampered consummation of each 
transaction. But, unfortunately, the 
ocean bill of lading, the basic document 
in all foreign trade financing, has many 
important weaknesses which frequently 
neutralize the efforts of the bank in its 
role of protector or “referee” in inter- 
national trade. 

Deeds, mortgages, stocks, and bonds 
represent forms of collateral of which 
the character and value is more or less 
a matter of open record. But the bill 
of lading is an instrument of an en- 
tirely different sort. As evidence of 
title it covers a given number of pack- 
ages “said to contain” so-and-so. It 
makes no pretense to describe or ap- 
praise the character of the interest at 
stake. The goods to which it relates 
are in transit and rarely accessible for 
appraisal. Of all title instruments it 
is the most easily forged or raised. It 
is the “weak sister” of all title doeu- 
ments and the poorest kind of collateral. 

As a consequence of these disabilities 
of the bill of lading, the banker gives 
first consideration to the moral element 
of the risk and the merchant prefers to 
restrict his commercial dealings to those 
whom he knows. But with the increas- 
ing complexity of commerce, the inten- 
sity of competition, the need of broader 
trade relationships and the constantly 
changing economic situations, a more 
positive safeguard is daily becoming 
more necessary. 

In no form of trade financing are 
these weaknesses more manifest than in 
the commercial credit. The fundamental 
purpose of this instrument is protection. 
The banker is the financial referee. He 
assures the seller that payment will be 
fortheoming. He assures the buyer, in- 
sofar as he is able, that the seller will 
faithfully perform his contract. But 
this protection of the buyer in actual 
practice is only superficial. 


Let us consider a typical transaction : 


An American importer contracts with 
4 supplier in Naples, for 400 bbls. of 
a high grade, edible olive oil, which is 
purchased to conform in quality with 
certain samples submitted. The im- 
porter opens an irrevocable letter of 
credit of which stipulates the presenta- 
tion of the usual shipping documents. 
On the basis of his purchase samples 
@ has already resold this oil to an 
American jobber at a fair profit. As 





the importer’s financial resources are 
limited, his bank must depend largely 
upon the goods as collateral to cover its 
advance of funds. The bank knows the 
importer to be morally dependable, but 
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knows nothing whatever of the foreign 
shipper. 

The correspondent bank at Naples ex- 
amines the shipping documents, finds 
them to be in perfect form and order, 
and accordingly pays the shipper the 


full amount of his invoice. In due 
course the cargo arrives. The oil is 


delivered to the jobber who finds it 
greatly inferior in quality to the sample 
against which he purchased it. He ac- 
cordingly rejects the tender and makes 
a formal demand for proper delivery. 
The importer cannot dispose of the oil 
except at a great sacrifice; neither is 
he able to reimburse the bank for its 
outlay of funds. The supplier in 
Naples, who has already been paid, re- 
pudiates the claim and all efforts to se- 
eure satisfaction are fruitless. Thus 
has the letter of credit failed in its 
fundamental purpose: 

Consequently, we find it universally 
true, that the commercial letter of credit, 
while greatly preferred by the seller, is 
avoided whenever possible by the buyer 
because it places upon his shoulders the 
full burden of the venture. 

If this instrument could be so im- 
proved as to afford the buyer the same 
effective protection that it now affords 
the seller, it would undoubtedly become 


the most widely used method of finane- 
ing foreign trade. 

To afford such protection to the buyer 
requires that the bill of lading be sup- 
ported by a supplementary document 
which accurately appraises the character * 
of the goods and carefully verifies con- 
tract performance on the part of the 
shipper. 

This supplementary document, other- 
wise known as the “Certificate of In- 
spection,” is of course, not a new idea. 
In certain notable cases, as for example 
the American Grain Inspection Certifi- 
cate, it has proven a most successful ex- 
pedient. In a great majority of cases, 
however, the certificate of inspection or 
the laboratory certificate of analysis 
has been of questionable value. The 
agencies performing this function are 
localized, restricting their operations 
usually to one commodity. Such 
agencies are as numerous as the com- 
modities which enter into trade, and 
who can know or even name them all. 
Their service is superficial. There is 
no attempt, usually, to carry out a com- 
prehensive verification of contract per- 
formance. 

Most frequently this function falls 
upon trade associations and chambers of 
of commerce where the .element of in- 
dividual responsibility is lacking. Under 
such auspices it is a “side issue,” often 
intrusted to the supervision of under- 
paid subordinates. A strong policy is 
impossible, for decisions cannot be 
pronounced “without fear or favor,” be- 
cause of the danger of offending in- 
fluential members or affecting so-called 
trade interests. 

Again, this funetion may be per- 
formed by individual laboratories, num- 
erous and obscure. These certificates 
may be good, as far as they go, but how 
and by whom is the sample drawn and 
what about the many other factors re- 
lating to the general conditions sur- 
rounding the shipment? Reverting again 
to our previous example of the oil ship- 
ment, the seller might have easily pro- 
vided a plausible laboratory certificate 
by controlling the samples analyzed. 

The practical application of mer- 
chandise inspection, and the value and 
effectiveness of the formal certificate of 
inspection is predicated upon the com- 
plexion, the character and the facilities 
of the organization intrusted with this 
responsibility. Its integrity should be 

(Continued on page 87) 





ANALYSIS, NOT GUESS-WORK, MAKES 
RAIL SECURITIES PAY 






Intelligent discrimination by banks acting in a fiduciary 
capacity and confinement of purchases to securities 
of strong and growing railroads nets best results 


HE open secret of successful invest- 

ing is nothing more than intelligent 
discrimination based upon the possession 
of adequate facts. Almost any man will 
concede the soundness of this principle 
upon its face, but it is’surprising how 
many fail to put it into actual practice 
when seeking to employ their funds. Yet 
the explanation is simple. Definite facts 
are elusive, and most difficult to run 
down and the process is both tedious 
and expensive. Small wonder, then, 
that so many follow the line of least 
resistance, contenting themselves with 
indefinite half-facts, or even with posi- 
tive misinformation, regarding bonds 
which they buy or hold. 


Since banking institutions, in order to 
fulfill their mission, must employ their 
funds with due regard for the tenets 
of conservation, it is necessary for them 
to determine the adaptability of the 
various classes of investment securities 
to their known requirements. In this 
connection, let us consider the railroad 
field. 


American railroads had their begin- 
ning almost exactly a century ago, when, 
on July 4th, 1828, ground was broken 
in Baltimore for the building of the 
Baltimore & Ohio Railroad. Since that 
memorable occasion, the history of rail- 
roads may be roughly divided into five 
periods or phases, down to the present 
time. 


State Ownership 


In those earliest days such railroads as 
existed were mostly owned by the state, 
and people were expected to provide 
their own equipment. I recall an in- 
teresting incident, recounted in one of 
the histories of that period, of a little 
market woman in her cart, equipped 
with the new rail wheels, driving down 
the main line of the Pennsylvania Rail- 
road and holding up a series of inde- 
pendently-owned locomotives, each with 
its privately-owned cars attached, unable 
to pass the woman and her slowly trot- 
ting donkey. Her right-of-way was as 
good as theirs, and the pace of her don- 
key regulated the pace of anything be- 
hind, as long as she chose to remain on 
the rails. Such competition for the use 
of the rails continued for the first decade 
or so of the original railroads, before it 
became apparent that steam would out- 
strip horseflesh and that the owner of 
the railroad must provide, not only the 
rails and the road, but the equipment as 
well. 
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Growth under Private Control 

The total unfitness of the States to 
own and operate the railroads soon be- 
came evident, and gradually they were 
turned over to private corporations, 
from which time the real American 
supremacy in railroading dates. It is 
a most unfortunate fact that our worthy 


AILROAD securities, like 

public utilities, have come 
into wide favor as a sound 
investment, particularly with- 
in recent years, and are to be 
found in the investment port- 
folios of many banks. 


There 
are certain fundamental prin- 
ciples for analyzing railroad 
securities. In this article the 
author describes at length the 
standards which must be ap- 
plied to determine the 
strength and stability of rail- 
roads, before investing. 





110,000,000 people know little of, and 
eare less for, the practical experiences 
their forefathers had when the states 
attempted to own and operate the rail- 
reads. Under private enterprise rail- 
road building progressed with amazing 
rapidity, fostered by public grants and 
the enthusiasm of the people, until by 
1869 a line was opened all the way 
across the continent. 


Then followed a period of continent 
growth to the point of over-expansion. 
The huge sums of new capital required 
naturally induced speculation and un- 
scrupulous manipulation, with conse- 
quent heavy losses. Stifling competition 
and rebating, as well as many other 
evils and abuses, resulted—as in the 
history of all new enterprises. 


During these unfortunate times, public 
sentiment was reversed and people came 
to view the railroads with intense hostil- 
ity. Thus came the period of railroad 
baiting, interference and_ regulation. 
Beginning in 1887, the National and 
State legislatures enacted a long series 
of. laws—not only corrective and pro- 
tective in nature, but punitive as well. 


A few of the most important were: 
The Hepburn Act of 1906—the Gov- 
ernment’s first step in assuming regula- 


tion of all rates. 

The Valuation Act of 1913 marked 
the beginning of an attempt to place a 
fixed value on all railroads—not yet 
completed—to form a basis for rate. 
making. 

The Adamson Law in 1916, limited the 
management’s control over their em- 
ployes. 

As a climax of this program of re- 
striction, during the world war the goy- 
ernment assumed full control of the 
Railroads, and I need not enlarge upon 
the worthy and vital service they per- 
formed. 

A brief summary of the results of this 
period of regulation may be in order: 

First: The early abuses and evils 
were abolished. 

Second: Following restrictive govern- 
mental measures, earning power was 
drastically curtailed, credit damaged and 
morale of employes lowered; and, as a 
natural sequence, condition of proper- 
ties was seriously impaired, and essential 
expansion checked. 

The last result of regulation which I 
shall mention is one of the most in- 
teresting and far-reaching in its effects. 
It also’ embodies one of the principal 
points which I wish to bring out here. 
The railroads are required by law to 
submit to the Interstate Commerce Com- 
mission, in standardized form, under 
oath, regular and most elaborate reports 
covering all phases of their operations 
and financial structure. Further, in the 
course of the numerous investigations 
by legislative bodies and various com- 
missions, official reports have been com- 
piled greatly adding to the vast store 
of exact knowledge on this subject. 
Thus, we have available regarding the 
railroads complete, uniform and author- 
itative information, far surpassing that 
which may be obtained upon any other 
class of corporations. 

The passage of the “Transportation 
Act of 1920” indicates the beginning of 
a new phase of railroad development,— 
and though it is too early to name it, I 
think it bids fair to be known as 4 
period of fair treatment. There are 
abundant evidences that our people, as 
a whole, have learned by past follies 
that adequate transportation is essential 
and that we must pay a reasonable price 
to get it. 

This “Transportation Act”—some- 
times called the “Esch-Cummins Law” 
—in its most important provision recog 
nizes that, in the interest of all con- 
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cerned, the carriers should be allowed 
to charge rates permitting a fair return 
on the fixed valuation of railway prop- 
erty in the aggregate, as this total value 
is found by the Interstate Commerce 
Commission. No single road is guar- 
anteed any return, but it is given the 
chance, by means of the rates, of earn- 
ing all it can through efficiency and 
competition in its group. So, despite 
frequent mis-statements, this provision 
is not a “guaranty clause.” It is a 
limitation, not a guaranty, for it limits 
the maximum, not the minimum return 
of the carriers, taken together. This 
“fair return” mentioned is now fixed at 
534 per vent in the aggregate although 
any individual road is permitted to earn 
up to 6 per cent. Contrast that figure 
with the 7 per cent and 6 per cent which 
public utilities are usually permitted to 
earn on property value. 

Several other provisions of the “Esch- 
Cummins Law” are very significant and 
much-discussed. Of these, the section 
on consolidations of railroads is, no 
doubt, of the most general interest. 
While a number of plans are now under 
serious consideration by the authorities 
and the carriers, it is humanly impos- 
sible to foretell the final outcome, so 
many and complex are the difficulties 
to be surmounted before any comprehen- 
sive program may be carried into effect. 
But I doubt if this scheme will prove 
to be any universal “cure-all” for the 
financial ills of weak properties. 

But the “Transportation Act of 1920” 
as a whole, if given a fair trial will 
probably have a far-reaching effect in 
restoring and stabilizing railroad credit 
and earning power. 

Following the bare outline of railroad 
history up to the present day as here 
presented let us analyze the great part 
the railroads have played, and still are 
playing, in our progress and national 
prosperity. 

From the beginning of time, trans- 
portation has been the very foundation 
of economic growth, and civilization has 
always followed where transportation 
has led. In no other country can this be 
stated with greater force than in our 
own. No community could exist, in the 
modern economic sense, without the rail- 
roads; and the most casual thought con- 
vinees us of the fearful plight of our 
great cities, should they be deprived for 
even the briefest time of railroad service. 

Do you realize the great magnitude 


of our railroad undertaking? A recent — 


writer on the subject has given some 
interesting comparisons to convey this 
idea : ; 

“Could all of the railway equip- 
ment of America be coupled into 
one train, it would reach from the 
Southern end of Africa at the Cape 
of Good Hope, north to Suez, north- 
west across Asia to the Bering Sea, 
down through Alaska and North 
America, the Isthmus of Panama 


and through South America, nearly 
to Cape Horn—18,700 miles of 
freight cars, 700 miles of passenger 
train cars and 1,000 miles of loco- 
motives, end to end! 

“Our annual freight traffic, if all 
loaded on cars at one time, would 
completely fill a transcontinental 
freight yard, 100 tracks wide, from 
New York City to Seattle, follow- 
ing the route of the Pennsylvania 
Railroad to Chicago, and that of 
the St. Paul, via Milwaukee, to the 
coast. 


There would be filled: 
40 tracks 
29 tracks 
18 tracks 
11 tracks 


with products of mines 
with merchandise products 
with farm products, and 
with products of forests! 


“The total passenger carried an- 
nually, if all could be mobilized at 
once, would form a column, 257 per- 
sons abreast, with the advance 
guard at Sandy Hook, and the rear 
guard at the Golden Gate. 


The dependence of our national 
prosperity upon that of the railroads is 
shown by the fact that they annually 
consume about one-quarter of all the 
lumber and coal produced in the United 
States; around one-third of all the iron 
and steel and roughly one-half of the 
fuel oil, to name but a few commodities. 

So, we may well ask ourselves: “Is 
there any class of property of so vast 
a usefulness, of so great intrinsic worth 
as our railway system?” I think we 
will all agree, there is not! 

So far as I have gone in discussing 
railroads, I have tried to stress the value. 
importance and permanent nature of the 
enterprise, for the security of mort- 
gages depends on property that must 


have permanence in its value, so far as 
that can be! 

Now, I hold that railroad mortgages, 
diseriminatingly chosen, possess the 
essentials which must form the basis for 
any enduring investment, and, there- 
fore, as the next step, I shall discuss 
the two prime factors which may be 
said to determine the investment worth 
of railroad bonds: They are 

1. General eredit, and 
2. Physical property mortgaged. 

Now, as to general credit, let us con- 
sider several points of controlling im- 
portance: 


Location and Character of Physical 
Plant 

On the location of a road rests, more 
than on any other one thing, its present 
or future prosperity, its mediocrity or 
its weakness. The ideal location, of 
course, is in a growing territory, rich 
in natural resources, with direct lines 
connecting a succession of important 
centers of population and industry. The 
Pennsylvania Railroad, traversing as it 
does the richest industrial section of the 
country, with large mineral resources 
along its lines and connecting great 
cities of the interior—such as Chicago, 
St. Louis, Cincinnati and Pittsburgh, 
with important seaboard ports such as 
New York, Philadelphia and Baltimore 
—tlearly typifies an ideal location. 

Contrast this great property with a 
road covering a territory lacking min- 
eral wealth, poor in agriculture, with 
no large industrial centers. 

The trend of population and economic 
development should also be observed, as 
indicating the future prospects of any 
territory. 

The character of physical plant, of 

(Continued .on page 83) 





A modern railroad locomotive and train on a double track road equipped with automatic electric 
safety signals. 





Hydro-electric station at Kilbourn, Wisconsin 


WHAT YOU LOOK FOR IN THE 
PUBLIC UTILITY ISSUES 


In spite of the vast sum already invested in 
the utilities the demand for their services is con- 
stantly increasing and requiring additional capital 


_ from government and muni- 
cipal obligations, there is no form 
of security that offers a higher degree 
of safety than the mortgage bonds of 
our public utility companies. More- 
over these bonds are available on a 
substantially higher interest yield basis 
than are government and municipal 
securities and they are accordingly ad- 
mirably suited for the investment of a 
substantial part of the funds of a bank 
or trust company. 

The public utilities of this country 
represent an aggregate investment of 
something over $17,000,000,000 and 
they disburse annually in the form of 
wages more than $1,000,000,000. In 
spite of the vast sum already invested 
in these enterprises, the demand for 
their services is constantly increasing 
and requiring the investment of addi- 
tional capital and according to con- 
servative estimates, not less than $5,- 
000,000,000 will be required during the 
next five years by the electric light and 
power companies alone to provide the 
necessary facilities to meet the demands 
for additional service. 

In eleven of our states public utility 
bonds are a legal investment for sav- 
ings banks and in several other states 
such investments are permitted to a 
limited extent. Considerable headway 
has also been made toward the enact- 
ment of legislation permitting such in- 
vestment by savings banks in other 
states and some time ago the National 
Association of Mutual Savings Banks 
appointed a committee to meet with a 
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committee of the National Electric 
Light Association with a view to study- 
ing the laws governing legal investments 
and recommending uniform legislation 
permitting the investment of funds in 
the possession of savings banks and 
trustees in high grade public utility 
securities. 

During the past few years the number 
of investors in Publie Utility securities 
has been greatly augmented by the cus- 
tomer ownership campaigns that have 
been conducted by public utility com- 
panies throughout the country. A start 
in this direction was made about ten 
years ago but owing to conditions pre- 
vailing during the War it did not as- 
sume any important proportions until 
after the Armistice. Since that time 
it has grown very rapidly. 

Bankers are more interested in the 
mortgage bonds of public utility com- 
panies than in the junior securities for 
the reason that. their relation to the 
utilities must be primarily that of a 
creditor rather than a partner. When 
the practice of providing part of the 
capital requirement for public utility 
enterprises through the sale of bonds 
originated, the plan was to sell a specific 
amount of bonds and secure them by 
a mortgage on the company’s property. 
This plan was not entirely satisfactory 
for the reason that as the company’s 
business grew and additional funds were 
required, further borrowings could only 
be secured by mortgages on the prop- 
erty which were preceded in lien by 
the mortgage or mortgages securing 


funds previously borrowed and the re- 
sult was that the company could not 
create a security which was attractive 
to investors. 

To obviate this difficulty the plan was 
adopted of having mortgages provide 
for a large enough sum of money to 
cover that portion of the company’s 
capital needs which might properly be 
borrowed for a number of years in the 
future. Only so much of the author- 
ized amount of bonds as was _ justified 
by the extent of the company’s prop- 
erty and business as of the time the 
mortgage was authorized, was borrowed 
at the outset with the provision that 
additional bonds might be sold from 
time to time to provide a certain definite 
percentage of the cost of additions and 
extensions to the company’s system 
when and as the company’s earnings 
bore a predetermined relation to in- 
terest requirements. 

The growth of the public utility 
business and the consequent demands 
for capital were, however, so great that 
in many cases the authorized limit of 
bonds which at the time of the original 
issue was thought would provide for 
many years to come was reached with- 
in a very short time. It was further- 
more found that it was not always ad- 
vantageous to sell bonds bearing a c¢er- 
tain fixed rate of interest nor to have 
all of a company’s bonds run for the 
same period of time and consequently 
mature at the same date. The reason 
for this was that the maturity might 
come at a time when market conditions 
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Performance—not promises, counts 


WHEN you buy steel files you expect 
them tolast alifetime. You havea right to. 

If more business men knew all about 
Baker-Vawter Steel Files, there would 
be many more concerns using them. 

We have been making them for 
nearly twenty years; and the oldest 


Quickly pays for itself 

You'll find our 5-Drawer Letter File a 
well designed, well built file. It’s as good 
a file as we can make — and we know 
how. 

It has five drawers; other stock files 
have only four. That's a 20% saving in 
floor space. Even at average city rentals 
4 Baker-Vawter 5-drawer files will pay 
their total cost in the saving of floor 
space alone, in 13 years; — and we 
wouldn't think much of ourselves if 
these sections didn’t last two or three 
times 13 years. 
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This individual drawer latchon Sections and Unit- 
files—keeps a drawer always snugly closed when not 
in use. It’s one more of the many “‘little”’ things that 
make our files a joy to work with. Your thumb natur- 
ally fits over this latch, and a slight squeeze as you 
open the drawer releases it. As you push the drawer 
shut, it latches. It stays shut, too. 


A new Unitfile 


One of the most convenient pieces of 
equipment for many offices is our Unit- 
file; single current filing units, made with 
one and two drawers. We make a good 
one; real Baker-Vawter quality, of 
course. It is a beautiful and lasting office 
utility. Eleven standard sizes for current 
filing. Use them singly,stack them to any 
height, or build them into handy office 
counters. 


Simplified indexing 


of them are still “youngsters.” 

If you measure cost by years of ser- 
vice—the right way to measure it— 
you'll find Baker-Vawter Files real econ- 
omy, even though their initial cost is 
higher than some. Often low first cost 
is rank extravagance. 


How to save storage space 


Put your transferred letters and pa- 
pers into Baker-Vawter Storage Units. 
They'll look well, save space, work well, 
and they'll last a long time. They're made 
to. We make them better than some 
people think necessary; but they cost 
you no more because of it. 

The compact construction of these 
storage units has increased storage space 
20%—in some cases, fully 50%; at the 
same time they simplify the finding of 
letters and documents and also give pro- 
tection against dust and fire. 





These“ sled runners” or die-formed rails,on the bot- 
tom edges of our Storage Units, are original and ex- 
clusive with Baker- Vawter. This device avoids drawer- 
friction toa marked degree. Even when heavily loaded, 
and stacked twenty high, any-drawer in the stack 
may be opened and closed without undue exertion. 





Into Baker-Vawter steel files should go Baker- Vawter 
indexes— folders and guides. Other makes will fit our 
files, but we know of no equipment which will exactly 
fit your needs and relieve you from worry, like ours. 
They’re designed and manufactured to do just that— 
and more. 

Baker-Vawter's products are sold only by our own 


representatives all over the country, directly from our 
manufacturing plants to you. This offers you a trained 
corps of men in constant touch with headquarters, 
willing to consider your own interests first, and their 
own profits afterwards. That's good business, not altru- 
ism. We know it pays. 

Use the coupon. 


BAKER-VAWTER COMPANY 


Originators and Manufacturers Loose Leaf and Filing Equipment 
General Offices: BENTON HARBOR, MICHIGAN ; 


Manufacturing Plants at 
Holyoke, Mass. Benton Harbor, Mich. 
Kansas City, Mo. San Francisco, Calif. 











Attach to your letterhead and mail 








Baker-Vawter Company, Benton Harbor, Mich. 
Please send me illustrated folders checked below: 


C] Storage Units [] Unitfiles 





C) Filing Sections 
C) Filing Systems 
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made it either impossible to refund so 
large a sum at one time or where the 
cost of so doing would materially in- 
crease the company’s annual interest 
obligation. 

To overcome these objections a form 
of mortgage generally known as the 
open-end, serial type has been developed 
and is now in general use by Public 
Utility companies. As the name im- 
plies, these mortgages do not provide 
for any definite limit to the amount of 
bonds which may be issued by a com- 
pany and be equally secured by a mort- 
gage upon the property thereof. 

Purchasers of bonds under such a 
mortgage are protected against an un- 
duly large amount of bonds being issued 
as compared with the property value 
by carefully drawn provisions restrict- 
ing the issuance of bonds. These re- 
strictions are ordinarily to the effect 
that bonds may only be issued for from 
70 per cent to 80 per cent of the cash 
eost or fair value, whichever is _ less, 
of additions to the company’s property 
and then only when earnings available 
for the payment of bond interest are 
at the rate of from 134 to 2 times 
bond interest requirements. These 
open-end mortgages enable the com- 
panies to meet market conditions in the 
issuance of their bonds by providing 
that bonds may be issued from time to 
time in series, each series bearing such 
rate of interest and running for such 
period of time as the company shall de- 
cide at the time of issue. This enables 
the company when interest rates are 
high to issue a bond bearing a coupon 
rate high enough to meet market con- 
ditions without an important discount 
and at the same time to make the. bond 
run for a short enough period so that 
when interest rates return to normal 
the company will be able to refund its 
obligations without being penalized 
through having had to pay an abnor- 
mally high rate of interest over a long 
period of years. When interest rates 
are low the company is correspondingly 
able to issue bonds bearing a low cou- 
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pon rate and running for a long period 
of years thereby insuring them of a 
long term use of the funds at a low 
interest cost. 

When mortgages provided only for 
the issuance of the specific amount of 
bonds required by the company at the 
time the mortgage was drawn or for 
a comparatively limited amount being 
issued from time to time thereafter, it 
was a simple matter to draw a mort- 
gage which adequately protected the in- 
terests of the bondholders. With the 
advent, however, of the open-end, serial 
type of mortgage it become necessary 
to provide restrictions against all sorts 
of contingencies which might arise in 
the future to impair the bondholders 
security. This has been accomplished 
by defining carefully the character of 
the property against which bonds may 
be issued and the circumstances under 
which they may be issued. Most mort- 
gages require the companies to make 
adequate provision for maintaining 
their property in first class operating 
condition. Some accomplish this by re- 
quiring the company to expend and ap- 
propriate annually a certain percentage 
of their gross earnings. Others require 
the company to file periodically with 
the Trustee a certificate by an independ- 
ent engineer to the effect that the prop- 
perty has been adequately maintained 
and is in first class condition. Some 
mortgages also require a company to 
set aside annually a sum equivalent to 
a pre-determined percentage of the 
amount of bonds outstanding or of 
earnings, the.fund so built up to be 
used either for the retirement of out- 
standing bonds or for the acquisition 
of additional property which may not 
thereafter be made a basis for the is- 
suance of bonds. The present tendency 
is somewhat against the establishment 
of such sinking or improvement funds, 
the theory being that it is not possible 
for a public utility company to charge 
rates sufficiently high to enable it to 
amortize any part of its capital invest- 
ment and that if the property is kept 





in first class operating condition ang 
worn out or obsolete parts are renewed 
or replaced as required, the security 
for the bonds is maintained intact. — 


The public utility bonds which are 
offered to the public by our leading 
investment houses are only brought out 
after the most careful and painstaking 
examinations of the property and busi- 
ness of the utilities and of the territory 
served by them by engineers, account- 
ants and experts in the various phases 
of public utility operation. Great care 
is taken to make sure that the territory 
served is a stable and prosperous one 
and that it constitutes a satisfactory 
field for public utility operation. Ap- 
praisals are made of the company’s 
property to insure that there is an am- 
ple margin of property value over and 
above the amount of bonds to be issued. 
Earnings for a period of years are 
analyzed to insure that the normal earn- 
ing power of the property per unit of 
investment is reflected by the records 
of past performance. Operating ex- 
penses are scrutinized and fuel and 
labor costs carefully considered. The 
schedules of rates charged are studied 
and if it is found that the earnings of 
the company have been realized through 
charging rates that seem unduly high 
as compared with those prevailing for 
similar service in other communities, 
due allowance is made. Local fran- 
chises are not now generally considered 
to be of as great importance as they 
were formerly due to the almost com- 
plete elimination of competition among 
public utilities and the assumption of 
jurisdiction over their rates and service 
by state ¢ommissions but nevertheless 
due care is taken to make sure that 
franchise rights are satisfactory. The 
character of management and the atti- 
tude of the public toward the company 
are carefully considered. In fact every- 
thing is done to make sure that the 
bond issue is of an amount and that 
the basic situation is such that there is 
practically no doubt of the company 
being able to meet its interest obliga- 
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A large plant of a public 


utility company in a middle western city 
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tions regularly and to provide for the 
payment of the bonds when due. 

Unlike other classes of industry, the 
earnings of public utilities are not sub- 
ject to wide fluctuation from one year 
to the next. The earnings of manu- 
facturing companies frequently go in 
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either very small or in which there is 
an actual loss. Such a condition is 
very disturbing from the standpoint of 
an investor as the fluctuations of earn- 
ings are ordinarily accompanied by 
fluctuations in the market value of his 
securities, publie utility securities be- 
ing free of this disturbing element, their 
market value ordinarily fluctuates only 
in accordance with fluctuations in the 
rental value of money. 
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of a bank or trust company, the public 
utility industry as a whole forms an 
eminently satisfactory basis for invest- 
ment and there is no more attractive 
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and well operated public utility com- 
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Andrew J. Frame’s Record 

Righty years old and still banking 
is the record of Andrew J. Frame, 
L. L. D., “The Sage of Waukesha” and 
president of the Waukesha, Wisconsin, 
National Bank. 

Mr. Frame’s bank has been located 
on the same spot in Waukesha since 
1862. His father conducted a _ black- 
smith shop on the site previously. Mr. 
Frame is active in his bank and takes 
great interest in financial affairs of the 
day. He writes banking articles period- 
ieally. 

On the oceassion of Mr. Frame’s 
eightieth birthday anniversary a good 
portion of the town of Waukesha and 
many Milwaukee and Chicago bankers, 
Rotarians, and Kiwanians celebrated 
with him. Hundreds of congratulatory 
telegrams and letters were received. 
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The Fidelity Bank and Trust Com- 
pany of Memphis, Tennessee, which was 
organized recently, is now open for 
business. The new institution has taken 
over the Madison Bank and Trust Com- 
pany and is eapitalized at $1,000,000 
with surplus of $100,000. John D. 
McDowell, formerly vice president of 
the Union and Planters and Trust Com- 
pany, is president of the new institu- 
tion. Other officers of the bank are: 
J. T. Russell and John M. Dean, vice 
presidents; D. D. Robertson, cashier; 
W. M. Daniel, assistant cashier; John 
T. Fisher, chairman of the board. 
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The new eight story building which 
the Waukegan National Bank of 
Waukegan, Illinois is erecting will soon 
be completed. 
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MAKING THE BANK SECONDARY 


RESERVE LIQUID 


Commercial paper not only carries a short 
maturity but most of it is eligible for 
rediscount at the Federal Reserve Bank 


By H. L. HILGARD 


Assistant Cashier, Philadelphia National Bank, Philadelphia 


ITH business quiet and demand 

for goods light, the demand for 
bank funds with which to finance eur- 
rent operations is also light. This lack 
of demand for money, coupled with our 
extremely large gold supply, has re- 
cently created an enormous amount of 
idle funds. Many banks have found 
some difficulty in keeping their surplus 
funds safely and profitably invested. 

Commercial paper is one of the best 
forms of investment for idle funds for 
most banking institutions under present 
conditions, provided sufficient care is ex- 
ercised in the selection. In the pur- 
chase of paper it is well to obtain an 
assortment of a number of names, of 
moderate amounts each, well distributed 
as to maturities, well diversified as to 
character of business, and well spread 
over a wide territory. 

In most instances the concerns whose 
paper is offered at present are attracted 
to the open market by the low rates now 
prevailing. Brokers have endeavored to 
supply the rapidly increasing demand 
for paper on the part of investing banks 
by canvassing the country from coast 
to coast, and many names have conse- 
quently appeared on the market that 
are new, and the makers are only of 
moderate size with only the local bank 
to lean upon in ease of need. 

The . commercial-paper business in 
recent years has assumed enormous pro- 
portions. The early part of 1920 it 
was estimated that outstanding com- 
mercial paper reached a peak in excess 
of a billion and a quarter dollars. Sales 
for the year 1923 are reported to have 
reached a total of two billions, two 
hundred million. So far this year sales 
are considerably ahead of 1923 and for 
the past two months have no doubt been 
at an even greater rate. 

Commercial paper has the following 
characteristics or advantages: 

1. Safety 

2. Short maturity or liquidity 

3. Rate 

Safety of course is the most import- 
ant consideration in the making of a 
bank’s investments. If a note goes bad 
and is an entire loss, it takes the re- 
turn for a year from twenty-five such 
notes, if the prevailing rate is 4 per 
cent, to offset the loss. The first thing 
that a banker considers in buying com- 
mercial paper is the character and 
standing of the broker who offers the 
paper and his general reputation for 
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thoroughness of investigation. I heard 
a banker say a number of years ago 
that some brokers offer all kinds of 
notes, good, bad, and indifferent, not 
seeming to use judgment themselves in 
getting together their assortment, and to 
select from such a lot requires time and 
is tiresome. It is like a man who had 
a quantity of apples in his cellar that 
required sorting because some were 
specked and some were rotten, but he 
did not like the job because it was too 
great a strain on his judgment. How- 
ever, there is no doubt but that most 
of the note brokers of today are most 
careful in the selection of the paper 
which they offer for sale. They check 
their names carefully and have a jeal- 
ous regard for the character of the 
paper they offer because they realize 
that if they acquire the reputation of 
selling paper that goes wrong, they will 
have diffieulty eventually in finding pur- 
chasers. As a matter of fact, the busi- 
ness of dealing in commercial paper has 
been developed to such a high state of 
efficiency that losses are negligible. For 
1923, of the two billions, two hundred 
million paper sold, seven names are re- 
ported to have gone bad for a total 
loss of about three hundred and fifty 
thousand dollars or about 1/60 of 1 per 
cent. This is probably a_ better 
record than most banks experienced for 
the same period on direct loans to cus- 
tomers. Our bank’s experience has 
been that on the considerably more than 
one hundred million dollars of paper 
which we purchased during the ten- 
vear period ending December 31, 1923, 
not one penny of loss was sustained, 
and no doubt this record can be equalled 
by many of the larger paper buying 
banks of the country. 

Nevertheless, it is extremely im- 
portant to satisfy oneself as to the 
efficiency and judgment of the note 
broker. The broker does not guaran- 
tee the paper he sells, and is only leg- 
ally responsible for the genuineness of 
the notes, but the best brokerage houses 
recognize a moral responsibility toward 
the purchasers of their paper and know 
that the purchasing bank must look to 
theri to determine the character and 
ability of the makers, with whom, of 
course, the bank does not come into 
personal contact as it does when deal- 
ing with its own customers. If the 
paper is bought on option, it should 
be bought only from brokers who have 
sufficient financial responsibility to re- 


deem any paper bought from them 
which the purchaser may desire to re- 
turn during the option period. 

An officer of a bank who buys paper 
intelligently should be informed regard- 
ing business conditions in the sections 
of the country in which the makers of 
the paper are located. It may be that 
in certain sections there is an agricul- 
tural depression caused by poor crops 
or unsatisfactory business conditions 
and these sections a cautious purchaser 
will avoid. Preference should be given 
to paper of concerns engaged in a 
staple business, supplying the necessi- 
ties of life which are indispensible to 
the needs of the people at all times. 
Manufacturers of and dealers in highly 
specialized articles which have an un- 
certain demand or are subject to sudden 
style changes are less desirable. As a 
general rule, the nearer the commodity 
is to the raw state, the safer the risk, 
in view of the wider selling appeal and 
broader demand. 

Coming down to consideration of the 
note itself and the maker thereof, it is 
necessary to apply the usual tests for 
determining the goodness of the credit 
risk except that instead of personal con- 
tact with the maker, which enables the 
banker to judge the character and abil- 
ity of the management, reliance must 
be had upon the offering house and 
upon the checkings with the maker's 
banks for assurance on. these points. 
The foundation of all credit is character, 
and the ability to judge a man’s char- 
acter is best acquired by personal con- 
tact. When this is lacking, except in- 
directly, greater importance must be 
placed upon financial statements and 
bank and trade checkings. 

At present there is practically no 
paper offered in the open market which 
is not supported by financial statements 
and supplemented, as a rule, by operat- 
ing figures. Some brokers apparent!y 
pay little attention to obtaining operat- 
ing statements of their clients or else 
are timid about requesting them, but 
since the ability to make a profit is in 
the final analysis the best reason for 
the existence of a business and its con- 
tinued prosperity, banks should insist 
on Profit and Loss statements as well 
as balance sheets. It is unnecessary for 
our present purpose to go into the sub- 
ject of analysing financial statements. 
Those who are acquainted with the 
Robert Morris Associates and its work 
are well informed on statement analysis. 
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The Robert Morris Associates are per- 
forming excellent work, not only in 
presenting an opportunity for credit 
officers of banks to get together and 
diseuss these subjects, but in the re- 

search work which is being conducted A.B.A. CHICAGO 
by the secretary’s office in Lansdowne, 
enna. That office has made a specialt 

ome study of financial statements aa Sept. 29—Oct. y 2 1924 
has worked out standard or average 
statements for many lines of industry, 
showing the proper proportions of the 
yarious items in the balance sheet and 
enabling a credit man to compare any 
particular statement he may have under 
consideration with the average in that 
industry, thereby showing him where his 
own statement may be out of line. 

Most bankers use one ratio when 
analyzing statements;—the ratio of 
quick assets to current liabilities. Mr. 
Wall, secretary of the Robert Morris 
Associates, has worked out a system of 
eight ratios to be used in checking a 
statement. Many credit men will say 
that is too many for practical, every 
day use, but at the same time let me ex- 
press a word of caution against a too 
mechanical use of the two-for-one eur- 
rent ratio theory. It is not sufficient 
to say that a statement shows two 
dollars of quick assets for every dollar 
of current liabilities without consider- 
ing the quality of the assets, if the ac- 
counts receivable are long term or, as 
a whole, are of doubtful worth or 
liquidity, or if the inventory is unbal- 
anced or consists of slow-moving mer- 
chandise which is subject to wide fluc- 
tuations in market values, a ratio of 
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4 considerably more than _ two-for-one 
: might well be insisted upon. On the 
_ other hand, in a business wher2 mer- 
. chandise turns over quickly and the 
‘ terms of sale are short, a ratio of less 
q than two-for-one is generally considered 
'e adequate. In other words, the current 
: ratio should depend to a considerable 
. extent on the character of the business. 
,. The subject of funded debt hereto- 
‘ fore has been given little consideration 
- by most commercial bankers, who gen- 
ye erally have looked at the quick assets 
d and current liabilities and the ratio 
thereof, and have made their loans 
10 accordingly, without consideration of 
h plant and other fixed assets and funded 
ts debt against it. A great many concerns y he CONTINENTAL and 
t- in 1920 and immediately following 


ly years were forced to do emergency 


t- financing, and now find themselves in COMMERCIAL 
se & position where they are carrying a a 
ut heavy funded debt with its attendant | ° B A N K 4 ; 
in burden of interest and sinking fund : 





or charges. Furthermore, a number of the CHICAGO 

n- indentures securing these bond issues 

st contain covenants requiring the main- 

ell tenance of certain ratios of assets to 

or liabilities. Poor business and poor earn- Resources More Than $500,000,000 
b- ings have, in some instances, caused 

ts. Violation of these covenants, the penalty **4n Extra Measure of Service” 

he i most cases being embarrassment and 

rk i some cases foreclosure. When buy- 

= mg paper of companies with a funded 
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ICHIGAN always has been an important lumber and 
wood industry State. The value of these products totaled 
Cigar Boxes, Packing Cases, Barrels, Baskets, Trunks, Coffins, 
Mouldings, Patterns, Boats, Furniture, Window and Door 
The Wood and Lumber Industry of Michigan is but another 


Screens, Refrigerators and Wooden Kitchen Utensils are some of 
the things made. 
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$133,856,000. last year. 

of many business reasons why your bank should have the best 
connection obtainable through which it may serve your custom- 
ers efficiently throughout the Great Lakes Region. 


FIRST NATIONAL BANK 


DETROIT MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit are under one ownership 
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3 ANKERS planning to operate a Christmas Club in 1925 
3 are invited to write for information concerning THE 
3 ' ~AUTO-TELLER (HRISTMAS (LUB. This new plan will 
4 interest you because it insures a permanent savings account 
: from each Christmas Club member. It also makes possible 
the collection of Christmas Club dues in many places at all 
3 times. It can be used in conjunction with your present 
3 Club, or independently. Writing involves no obligation and 
3 will give you a new idea. Address National Automatic 
: Teller Corporation, 217 Fourth Avenue, New York City. 
3 
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debt a copy of the indenture should be 
obtained and carefully read for proyi- 
sions which may be likely to cause 
trouble. 

There has been much discussion jp 
the past among the bank credit men on 
the subject of audited statements and 
the policy of insisting on an andited 
statement when buying paper in the 
open market. Every concern using the 
open market should supply an audited 
balance sheet, not only to demonstrate 
that its figures are correct, but as an 
assurance to paper buying banks that 
it is not carrying a lot of dead wood in 
its statement, particularly in the ae. 
counts receivable item. 


It is also important to secure recent 
information concerning the financial 
condition of the makers of the paper. 
This is particularly important where the 
latest financial statement available is 
nearly a year old. If a fiscal year is 
to expire within say the next six months 
and during the life of the paper, it is 
highly important that it be ascertained 
that the maker is in good financial con- 
dition at the present time, otherwise 
if an unsatisfactory financial statement 
is issued at the end of the fiseal year and 
before outstanding paper matures, it 
may be impossible to continue selling 
paper in the open market, and in facet 
the maker’s depository banks may with- 
draw their lines, leaving banks which 
have purchased the note in the open 
market holding the bag. One of the 
best ways to check up a _ concern’s 
present standing is to ascertain from 
the broker the amount of paper out- 
standing. and compare it with the 
amount on the last statement date. If 
this is found to be larger and it is 
ascertained that bank lines are being 
used to a rather full extent, it is ad- 
visable to go further into the situation 
to determine the reason for the greatly 
inereased debt. Some brokers, parti- 
eularly when rates are declining, are 
not particularly efficient in supplying 
the required information during the op- 
tion period. If the necessary informa- 
tion is unobtainable from the broker, 
the banker should then decide between 
writing to the maker direct for it or 
returning the paper. 

In checking paper purehased under 
option, not only should the maker’s de- 
pository banks be communicated with, 
but one or two disinterested institutions 
in the same locality or who know the 
name well should be written. The name 
should be checked with trade houses 
also, but these checkings should not be 
confined to the list of references fur- 
nished by the maker through the 
broker. I have yet to receive an un- 
favorable reply from the company’s 
own references. Naturally if a concern 
is not in good standing in the trade 
it is not likely to refer to those house: 
with whom it has had difficulties. 
Checkings with other trade houses often 
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bring forth interesting information. 

Some of the larger banks who buy 
eonsiderable amounts of commercial 
paper for country correspondents, as 
well as for themselves, make a practice 
of baving their representatives visit 
concerns issuing commercial paper 
throughout the country to obtain direct 
impressions as to the maker’s methods 
of doing business. Where this is done 
it is possible to overcome the one ob- 
jection to commercial paper over direct 
loans, that is the lack of personal con- 
tact. 

Maturity or liquidity: The best com- 
mercial paper is that which is based 
upon a legitimate business transactiou 
and should usually represent the pur- 
ehase of raw material or merchandise 
which can be converted into cash in 
ample time to retire the notes issued 
for its purchase. Commercial paper not 
only carries a short maturity, practically 
always within six months, but most of 
it is eligible for rediscount at any time 
within 90 days of maturity by the Fed- 
eral Reserve Bank. In times of credit 
stress or panics it has generally been 
the experience of banks that their out- 
side commercial paper is paid, while 
their own direct customers’ loans may 
have to be renewed. Furthermore, a 
bank in buying commercial paper can 
choose maturities which will coincide 
with expected seasonal demands for 
funds from its own customers. Being 
under no obligation to renew, the bank 
may rest assured of payment at matur- 
ity, and in banks having seasonal de- 
mands this form of investment is most 
desirable. Furthermore, aside from 
providing for seasonal demands, a bank 
may, by seattering its maturities, have 
a steady inflow of money from loans, 
which it is under no obligation to re- 
new. 

Rate of Return: A commercial paper 
broker acts as a leveller of rates, draw- 
ing paper from high rate sections of 
the country and selling it in low rate 
sections. Rates on open market paper 
fluctuate more widely than over-the- 
counter rates, being more sensitive to 
credit supply and demand. Ordinarily 
commercial paper rates are lower than 
the rate on direct loans. Recently open 
market rates have led the drop and 
are now lower than at any time since 
1917. On the other hand, when money 
is tight, open market rates generally go 
above the bank rate because of lack of 
demand for the paper from banks, who 
m such eases generally have a heavy 
demand from their own customers. 

In times when rates are low the 
temptation is great to take a chance and 
buy lower grade paper for the higher 
rate which it yields. Buying for rate 
8 extremely hazardous. For instance, 
the difference in rate between a first 
gtade name and one that is questionable 
Would hardly be more than a half of 
one per cent at the most. If this note 





35 








** Proceeds of Life Insurance poli- 
cies constitute $1 % of all property 
left by persons dying in the United 
States. . . more than go % of all 
ordinary life insurance claims last 
year were paid in lump sums 
-. + .90% of all estates of 
$5000 or over are entirely dissi- 
pated in 7 years.’” (Report of 
National Association of Life Un- 
derwriters. ) 


The new-business opportunity offered by 
the life insurance trust 


HE startling figures above 
show the need for the in- 
surance trust—and the new- 
business opportunity it offers. It 
should treble your fiduciary business. 
It brings cash—the form of all forms 
in which you like a trust to come. 


It should be the easiest trust to 
obtain. For every man who is a 
prospect for a trust based on other 
forms of capital, there are several 
who carry insurance sufficient to 
form a desirable trust. Their poli- 
cies provide mostly for lump sum 
payments to their families. They 
should readily. understand, if you 
explain, why that money should be 
placed in trust. 


Show them the need, and how 
your trust department fills it, through 
the new Purse «‘Insurance Trust 
Campaign’’—-now being issued by 


trust companies in Detroit, Cleve- 
land, Pittsburgh and other .cities— 
literature designed not only to sell 
trust service, but to sell insurance— 
a campaign that enlists the coopera- 
tion of local insurance men, and 
binds together the agent and the 
trust officer in a mutually profitable 
drive for new business. 


««Getting tremendous atisfac- 
tion out of the campaign” reports 
one user. Another stopped in the 
middle of a general trust campaign 
to issue this new literature. 


Only one institution in a city 
may use it. It is probably avail- 
able now in yours. If you would 
like to receive a portfolio of the 8 
booklets, letters to insurance men 
and other parts of the campaign, 
invite us at once (without obligation) 
to mail it to you. 


PURSE PRINTING COMPANY 


Contrivers of Publicity 
for Banks and Trust Companies 


CHATTANOOGA 


New York Office 
No. 2 Rector Street 





TENNESSEE 


Chicago Office 
1108 Otis Building 





should go bad it would take the addi- 
tional profit of one half of one per 
cent for one year on two hundred notes 
of the same amount bought for rate 
to make up for the loss. In other words, 
if the possibility of loss on a note 
bought for rate is greater than one in 
two hundred, then the additional half 
of one per cent does not pay. 


Work is to start soon on the new 
two story bank and office building for 
the Montauk Bank at the southeast 
eorner of Fifth Avenue and Union 
Streets, Brooklyn, New York. The ex- 
terior walls of the building will be of 
face brick with Indiana limestone trim- 
mings. The frame will be of structural 
steel and the floors of reinforced con- 


erete. There will be modern burglar 
and fireproof security vaults. The di- 
will be located on the 


rectors’ room 


mezzanine floor. 


A new branch office of the Mechanics 
and Metals National Bank, New York, 
was recently opened at Madison Avenue 
and Forty-first Street. R. W. Gould, 
formerly of the executive staff at the 
bank’s headquarters office, is in charge 
as branch manager. 


The new home of the Greenville 
Banking and Trust Company in Jersey 
City was opened recently. Its outer 
walls are of granite with a base of 
highly polished granite. 
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COMPLETE DATA ON YOUR 
TRUST ACCOUNTS 


How 


Minneapolis institution 


developed an 


accounting system that provides information readily 


and 


HE greatest problem in the average 
trust department is its accounting 
system. 
Over a period of have 
developed our trust accounting to a 
point where we have complete informa- 


years we 


tion as to our fiduciary accounts, and 
render the proper service to our 
beneficiaries and customers at a reason- 


can 


able cost to them and ourselves. 

All our fiduciary aceounts are carried 
on our trust whenever in 
the following discussion reference is 
made to trusts, it applies equally to 
agencies, guardianships, and estates. 

When a trust is received it is imme- 
diately given a number, and a list of 
instructions drawn up. We term this 
list of instructions an initial sheet. The 
initial sheet gives a brief resume of the 
trust, provisions as to duration, class 
of investments, remittances, and state- 
ments; the names and addresses of 
beneficiaries, inventory in the aggregate 
of the various classes of securities, trust 
title, income tax information, and the 
method of computing interest on the 
trust balanees, both income and princi- 
pal; and last, but not least, the com- 
pensation of the trustee. 
initial sheet the trust 
accounting department where a dupli- 
cate set of record cards as to remit- 
tances,. statements, and compensation is 
made up. One of these cards is used 
as a tickler by the person handling the 
statements and remittances and the 
other is used as a check for the purpose 
of making certain that statements and 
remittances are made when due. The 
bookkeeper makes a notation on _ his 
trust ledger sheet whether the income 
or principal or both is to be invested, 
and notes (in pencil) the aggregate in- 
ventory total, and when the securities 
in the trust are posted from the cards 
to which we will later refer, he checks 
to see that they are in accord with these 
figures. A card index of the trust title is 
also kept in order to have ready refer- 
ence, in the accounting department, as 
to the title in which the various secur- 
ities are held. A card showing the 
names and addresses of the donors and 
the beneficiaries is made in order that we 
may send the remittances and statements 
to the proper parties. 

From the trust accounting depart- 
ment, the “initial sheet” goes to the in- 
come tax department where the taxa- 
bility of the income is determined and 
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ledgers and 


The goes to 


at reasonable 


cost to customers 


By H. VERDELIN 


Minneapolis Trust Company, Minneapolis 


the proper records are made. In view 
of the many changes in the income tax 
law within recent years, this matter as 
to the taxability of income is very im- 
portant and requires constant attention. 
After the initial sheet has been initialled 
by the proper persons in the various 
departments, it is filed for reference 
with the trust agreement in the trust 
file and serves as a written record otf 
the intentions of the parties as to 
matters which sometimes are not ex- 
pressly stated in the trust agreement. 
Simultaneously with the making of 
the initial sheet the securities are listed 
on what is termed an in slip, made out 
in quadruplicate. The in slip gives 
complete information as to the various 
securities, and the appraised value 
which is determined at the time the 
securities are deposited. It is important 
to have the appraised value because the 
income tax law requires that securities 
in the hands of the trustee have the same 
value as in the hands of the donor, 
where the gift or trust is made subse- 
quent to December 31, 1920. It is neces- 
sary to have complete information on 
the in slip, for this is used by the trust 
carding department in making up the 
records later described. The original is 
receipted by the officer having the trust 
account, and is given to the customer. 
The other three copies go with the 
securities to the carding cage where they 
are checked against the in slip, and the 
second copy is receipted by the person 
in charge and returned to the signing 
officer, who has it deposited with the 
auditing department. This procedure 
charges the carding cage with the secur- 
ities and relieves the officer of any re- 
sponsibility as to the securities. From 
the carding cage the securities go to 
the custodian where they are checked in, 
and the third copy of the in slip is 
receipted by the custodian and deposited 
by the earding clerk with the auditing 
department. The fourth copy is re- 
tained by the. person in charge of the 
trust securities as a record. The audit- 
ing department cheeks the second and 
third copies of the in slip to see that 
they are properly deposited in the vault, 
and returns to the earding cage the 
second copy for a permanent record. 
From the second copy, the carding 
cage makes up the trust records as to 
the various securities. The cards de- 
seribed as numbers 1, 2, 3, and 4, have 
at the top the number and name of tle 


and 


itself 


trust so that they may be proper 
filed, and give the following information 
as to each class: 

1. The mortgages are shown on a 
white eard which gives the mortgagee’s 
name, number of the mortgage, county 
where land is situated, date of instru- 
ment, rate of interest, amount of the in- 
debtedness and the maturity dates of 
principal and interest. This card also 
is used for notes held in trusts. 

2. We use a blue eard for stocks 
which gives the name of the corpora- 
tion, state of incorporation, certificate 
numbers and dates thereof, number of 
shares and whether common or prefer- 
red, rate of dividend and date of pay- 
ment if known; and stock maturities 
are shown on the back of the eard. 

3. The bond card is yellow and gives 
the name of issue and state of ineor- 
poration, if corporate bond, numbers 
and denominations, rate of interest and 
when payable, date of issue and the 
maturity. 

4. When a trust has contracts for 
deed, a buif card is made up giving the 
name of the buyer, deseription of the 
property, the date of payments, and 
the rate of interest, when payable and 
how computed. 

The par value and appraised value of 
all securities are noted on the cards, 
and the total of the appraised value as 
shown thereon always agrees with the 
total shown on the trust ledgers. When 
the ecards are completed they are given 
to the bookkeeper for posting, and he 
sees that they agree with the inventor) 
figures as shown on the initial sheet. 
The cards are then filed under the name 
of the trust. All payments on account 
of interest and principal are shown on 
the cards. By referring to these cards, 
the status of any security as to pay- 
ments of principal and interest can be 
determined at a glance. It is to be 
noted that the state of incorporation is 
always given. This is necessary in Min- 
nesota because of the money and credits 
tax, in that the Minnesota law taxes 
securities held by an individual and 
given by a person or corporation who is 
not a resident of the state. 

5. In order to maintain a eross index 
when we need to know the name of the 
trust having certain securities, we have 
a card giving a complete description. 
The names of the various trusts hold- 
ing that certain security, are listed be- 
low the general information together 
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with specific reference to the number, 
denomination, and due date of the 
security held by each trust. As each 


security is paid the date is noted on 
this eard. This enables us to maintain 
a complete record of the securities which 
we have held in our various trusts. 

6. A maturity card is necessary in 
order to have the income and principal 
properly collected. This card gives the 
names of the trust at the top, and below 
is given a description of the securities 
having interest or principal coming due 
in any one month. The maturity date 
of principal is noted immediately after 
the description. The par value of the 
security and the amount of interest is 
also noted on the card. We also use 
these cards for preferred stock dividends 
when the dividend payment dates are 
known. These cards are then filed ac- 
cording to the months that the interest 
or dividend is due. Should the maturity 
of the security be other than the in- 
terest or dividend date, another card is 
made up and filed with the cards for 
the month in which it would come due. 
For example a certain bond has interest 
payable January and July and matures 
in April 1928. A ecard is made up for 
the interest and is filed in the January 
file, and when the January interest has 
been paid it is re-filed with the July 


cards. Should the interest be payable 
quarterly it would be filed with the 
April cards. The card showing the 


date of maturity is filed in the April 
cards and remains there until the year 
1928. When April 1928 arrives the 
ecard shows the maturity of the bond, 
and is turned over to the custodian in 
order to have the bond withdrawn from 
the trust securities. About the 10th of 
each month preceeding the interest due 
dates the cards are turned over to the 
vault, custodian, who clips the coupons 
and places them in open faced envelopes. 
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These envelopes are marked with the 
number of the trust account as the cou- 
pons are clipped. About the 25th of 
each month the maturing coupons go 
to our various correspondents for de- 
posit. In this way we have credit in 
our accounts on the first day of each 
month for the income and principal to 
which each trust is entitled. In order 
to accomplish this, it is necessary to 
make a thorough check of the various 
securities te be certain that the prin- 
cipal and interest will be paid. Matur- 
ity cards showing the payment of 
dividends on stock are kept separately 
by the custodian, and credit slips are 
made up and held until the dividend 
check comes through. As each interest 
date is passed, the cards, as previously 
explained, are filed in the next succeed- 
ing interest date and when the year of 
maturity of the security arrives, the 
proper notation of the payment is made 
on the card. 

7. Inasmuch as from time to time, 
trusts are created in which provision is 
made for life tenant and remainder- 
man, amortization ecards have to be 
made. These cards, as the maturity 
cards, are filed according to the various 
interest dates and as each interest date 
arrives, the proper debit and credit en- 
tries are made in order to reflect the 
proper status of the trust with relation 
to the life tenant and remainderman. 

When securities are to be withdrawn, 
an out slip in triplicate is prepared, 
the second and third copies of which 
are signed by the officer requesting the 
withdrawal. The vault custodian re- 
ceives these two copies and, when the 
securities are withdrawn, deposits the 
second copy with the auditing depart- 
ment, thus charging the withdrawn 
securities to the officer making the 
withdrawal. The third copy is retained 
by the vault custodian for record. The 
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officer making the withdrawal secure 
the receipt of the owner of the securities 
on the original out slip when delivery 
is made. This slip is then deposited 
with the auditing department, thus re. 
lieving the officer and charging the 
customer. 

The making of new statements usu. 
ally causes a great deal of trouble. Un. 
less they are properly prepared, the 
client has cause for complaint and in. 
variably makes his feelings in this re 
gard known not only to the trust 
officers but to his friends. Statements 
should be rendered periodically but not 
oftener than quarterly unless the ens- 
tomer may require it. We have made 
it a practice to render semi-annual 
statements of income, another one of the 
semi-annual dates, a principal state- 
ment, and a schedule of securities. The 
statements should give complete in- 
formation as to each entry that is made 
on the ledger. 

Our schedule of securities which is 
rendered annually shows the descrip- 
tion of the securities held, the rate of 
interest or dividend paid, (if known), 
the appraised and par value of the 
securities, the date to which interest or 
when the dividend was paid, and the 
maturity of the security. From the 
annual principal statement, the two in- 
come statements, and the schedule of 
securities, the customer can make a com- 
plete credit of his account and ean de- 
termine for himself the exact status of 
all the securities in the trust. 

An inecome-tax ledger is kept, in 
which there is made a monthly resume 
of the income and profit or losses aris- 
ing from principal transactions. In 
this way the incometax department can 
have in its hands complete information 
regarding each trust shortly after the 
end of each accounting period, which is 
December 31. The sheet used really 
needs no explanation in that it contains 
the information necessary to render 
proper income-tax reports. 

The corporate trusts of the average 
trust company consist usually of acting 
in the capacity of trustee for bond 
issues, transfer agent, and registrar for 
stock, and, occasionally, depository for 
security. 

We have, for our corporate trusts, an 
initial sheet that gives the instructions 
to the corporate department and con- 
tains the information pertinent to the 
trusteeship or agency, such as the trust 
number, name of the company for whom 
we are acting and our capacity, author- 
ized and amount outstanding of issue, 
and our duties, also the compensation. 

This information is properly carded 
and indexed so that we may have ready 
reference. The initial sheet after hav- 
ing been properly initialled is filed in 
the trust file. 

The handling of stock transfers and 
stock registration does not require much 
explanation because all companies, 
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* The Directors of the Massachusetts Bank voted 
on November 21, 1788 


of paying the Gown, the Honble. Council, Senate and House of Representa- 
tives, Judges of the Superior Court & Attorney General, Members of Con- 
gress and Convention, sundry clerks, etc: agreeable to the resolve of the Genl 
Court dated Nov. 19,1788, to be paid according to the Rules of the Bank.’ 


HE Commonwealth, very, very new in 1788, has since marched down the 
years through five wars and five wide intervals of peace. And The First 
National, direct descendant of the Massachusetts Bank, has kept step, supplying 
the “‘sinews of peace” when government required, as readily as those of war. ~ 
Today, numbered among our 77,000 customers are States, Cities and Towns 
from Maine to California. Their needs are not so pressing as those of the Treasurer 
of the Commonwealth in1 788. But they find the service of The First National iust 
as quick and sure, in its response to their banking requirements. 


THE 


whether large or small, must invariably 
follow somewhat the same system. For 
stock transfers we use a stock ledger 
which gives in chronological order the 
dates of issuance of the stock certifi- 
eates. There is also a column provided 
for stock cancellation and the date of 
cancellation. We also maintain a stock- 
holders’ ledger in order to make up the 
proper stockholders’ list from time to 
time as it is required. This stock- 
holders’ ledger follows generally the 
form used for the stock ledger. When 
we act as registrar, we have a stock 
registration ledger in which are entered 
in numerical and chronoligal order the 
issuance of the stock certificates. It is 
quite frequent that smaller trust com- 
panies are called upon to act as transfer 
agents and registrars, and when this is 
done the stock ledger can be used for 
the registration, thereby eliminating an- 
other operation. The stock registration 
ledger and the stock transfer ledger are 
the same in our office. 
quired for the depository is so e¢losely 
allied to the stock transfer and the stock 
registration that the same forms are 
quite frequently used. 

The accounting for the trustee for 
bondholders varies considerably. This 
accounting is usually wound up in the 
certification of bonds, and we have there- 
fore a certification sheet which gives a 
complete record of every bond issue. 
This sheet has at the top the data of 
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the bond, the interest due date, and 
where the interest is paid; the total 
issue authorizes from time to time a 
tax provision, the information as to call, 
and the trustee’s compensation. About 
three quarters of the left-hand side of 
the page is for the certification proper 
and gives the date of certification, num- 
ber of bonds, maturity, denomination, 
aggregate amount, and by whom eerti- 
fied. Below this is given the date bonds 
are cancelled, how retired, and the 
amount. To the right of the page is 
given the balance column showing the 
date, aggregate amount of bonds, certi- 
fied aggregate amount of bonds can- 
celled, and the balance of bonds out- 
standing. 

On the left side at the top is given 
information as to the numbers of bonds 
specified in the trust deed, maturities, 
denominations, and any other remarks 
pertinent to the certification. The bal- 
ance of the sheet is used for numbers of 
bonds from one to 1000, with a column 
to the right of each number showing the 
method of retirement. In this last men- 
tioned column we place the letter ‘P’ 
when the bond is paid, the letter ‘C’ 
when the bond is ealled and the letter 
‘R’ when the bond is cancelled other 
than by retirement or by eall. From 
this sheet, information can be had al- 
most immediately as to the status of 
any bond issue where we are acting as 
trustee. We find that it is easier to 
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keep our certification records up-to-date 
than to have them lag and check at 
the time inquiries are made and the in- 
formation is desired. 

Bank in Yuba 
City, California, was recently opened 


The new Producers 


for business. 


writing to our advertisers 
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BALANCED PROTECTION IN 
VAULT CONSTRUCTION 


By G. G. GREULICH 
Rivet Grip Steel Company, Cleveland 





HE modern trend in _ bank-vault 

construction is toward the ade- 
quate reinforcement of the concrete 
masonry so that the mansonry plus a 
moderate thickness of lining will have a 
protective value equal to that of the 
thick, heavy, steel doors which are used 
on bank vaults. 

During the past decade a great deal 
of progress was made in the development 
of vault doors and linings, while the 
development of reinforcement for con- 
crete walls received no special attention. 
This was perfectly logical, until special 
oxy-acetylene torches for cutting metals 
were developed to the point where they 
could cut a manhole through a lining 
in a comparatively short time, even if the 
lining was made up of so-called toreh- 
resisting or non-burn metals. Vault 
doors are so thick that it is practically 
impossible to concentrate enough heat 
from the torches to burn a hole. If 
linings were made as thick as doors, the 
danger of a successful attack by the use 
of the torch would be minimized. How- 
ever, no bank, not even the largest and 
wealthiest banking institutions in the 
country, could afford to build vaults 
with linings having the same thickness 
of steel as the doors. 

This condition was recognized when 
the extensive Federal Reserve bank 
building program was inaugurated in 
1919 and 1920. The Federal Reserve 
System authorized the expenditure of 
many thousands of dollars to make a 


SS 


Your Chicago 


comprehensive and exhaustive series of 
tests to determine the resistive values 
of every system of conerete reinforce- 
ment and kind and thickness of lining. 

The first series of tests was conducted 
at the Bureau of Standards in Washing- 
ton, D. C., in 1920. This series of tests 
demonstrated that both reinforced con- 
crete walls, as ordinarily constructed, and 
linings, as commonly built up, offered 
only a small fraction of the protection 
claimed by the proponents or manu- 
tacturers. 

The first series of tests also showed 
that vault walls as then built were woe- 
fully weak and could be penetrated in 
a very short time by the use of ordinary 
modern appliances and that better types 
of vault-wall reinforcement had to be 
developed. Federal Reserve bank ar- 
chiteets and vault engineers who wit- 
nessed these tests were invited to submit 
new designs of vault-wall construction 
for another and more comprehensive 
series of tests to be conducted at the 
Government Proving Grounds at Sandy 
Hook, New Jersey, a vear later or in 
the fall of 1921. 

This last series of tests proved con- 
clusively that the most protection for 
the least money could be obtained by 
the use of concrete walls with special 
heavy reinforcement and comparatively 
thin steel linings. As a result of these 
tests, practically all the Federal Reserve 
vaults, on which contracts were let 
after the test results were known, were 
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constructed with thick, heavily reijp. 
foreed, conerete walls and thin linings, 

The vaults in seven of the most recent 
Federal Reserve bank buildings were 
constructed using a system of reinforee. 
ment with specially fabricated  steg 
units made up of heavy sections con. 
nected by smaller diagonals or tie 
members. In this method of reinforee- 
ment, heavy steel members are interlaced 
in every direction through the full thiek- 
ness of all concrete work. The bars 
give the strength necessary to resist 
explosives. Their large size makes it 
impossible to effect penetration by the 
use of ordinary cold cutting tools, while 
their special shape makes burning dif- 
ficult. The diagonal tie members are 
gripped so rigidly to the heavy main 
bars that the diagonals will break jin 
tension instead of loosening at the con- 
nection. This prevents the removal of 
any length of main bar without also 
cutting the diagonals. The net work of 
diagonals, furthermore, blocks penetra- 
tion by drilling and checks the removal 
of large pieces of concrete. 

In order to give the average bank 
the benefit of the knowledge 
from their experience in 
with Federal Reserve work, the manu- 
facturers of the reinforeement described 
above, have devoted their efforts during 
the past two years toward developing 
types of reinforcement which will offer 
the same resistance, against form 
of attack, as is offered by vault doors 
of various thicknesses. 

When a vault is construeted so that 
it is equally strong at all points, so that 
its walls, floor, and roof plus the lining 
are as'strong as the door; then it is 
said to possess inherent balanced pro- 
tection. No one would think of putting 
a 20 ineh door at one end of a vault 
and a three inch door at the other. 
Absurd as this may there are 
today thousands of vaults whose walls, 
due to modern appliances available for 
use in attacks, offer only a small fraction 
of the protective strength of the doors. 

In a new hand-book which is now 
available for distribution, the manu- 
facturers of the reinforcement previously 
deseribed, suggest various types of rein- 
forcement and thicknesses of 
walls which will, either with or without 
linings, balance the protection offered 
by any thickness of vault doors. 

Within the past two years there has 
been much discussion with regard to 
the proper type of bank vault construe- 
tion and various individual features or 
methods recommended as a cure-all for 
the correction of every weakness found 
in the construction of the ordinary 
vault. 
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At a meeting of the board of diree- 
tors of the West Side Trust and Savings 
Bank, Chicago, W. H. Regnery, pres 
ident of the Western Shade Cloth Com- 
pany, was elected a member of the 
board. 
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(FRONT) 


E are erecting a new thirteen 
story building for The First 
National Bank at Youngs- 
town, Ohio. In wrecking their former 
building, we are using great care in 
taking down the exterior granite work. 
This dignified, handsome exterior, con- 





(REAR) sisting of a solid granite front and rear, 

is being stored, and as we have no im- 

Dimensions mediate use for it, it is offered for sale. 
FRONT, width - - - 45! It is in excellent condition and would 


Height, to top of Coping 53' 10" 
Fluted Columns, height 37' 2" make a wonderful entrance to a new 


Diameter at base - - 4! 6" 


REAR, Width - - - - 49) . bank building or a similar structure, 
_ Height- - - - 49' 6" requiring an architecturally correct 
Grilles, Lettering and Clock are : 

Bronze. No Entrance in rear. front and rear elevation. 


Mellon-Stuart Company 


Contracting Engineers 
Oliver Building Pittsburgh, Pa. 
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WHAT ARE RESPONSIBILITIES 
OF THE BANK DIRECTOR? 


It is as a manager that the director as- 
sumes the burden of his office, the nature of 
which is all too little understood generally 


HE business of the bank director 
is to direct the operation and dic- 
tate the policy of his bank. He and 
his fellow directors are the authority 
behind the bank and its officers. This 
is the position in which the law places 
him, and he must understand it clearly. 
Both state and national laws have 
separate and distinct clauses planned to 
insure an unusual ‘degree of interest and 
participation in the affairs of banks and 
trust companies, and it is generally pro- 
vided that every stockholder in any such 
institution shall be individually respons- 
ible and liable to the creditors. It is 
also generally provided that no person 
may be elected a director of a bank un- 
less he owns at least ten shares of un- 
assigned capital stock in the bank. This 
makes a director liable as a stockholder 
for the so-called “100 per cent assess- 
ment.” 

It is as a manager that a director as- 
sumes his burdens of office, the nature 
of which is all too little recognized 
and understood by the majority of per- 
sons who hold this office. The liability 
eonnected with it divides itself naturally 
into three divisions, namely, liability 
under the bank’s by-laws, liability im- 
posed by the statutes of state and na- 
tion, and the moral liability peculiar to 
a position of trust. 

An individual conducting an _ enter- 
prise is more or less free to delegate 
authority indiscriminately among his 
employes and to change his method of 
doing business at will. A corporation 
however, is guided by a written code 
known as its by-laws wherein its various 
officers are designated, certain duties are 
assigned to each, and the modus oper- 
andi of conducting the affairs of such a 
corporation are set forth in detail. The 
by-laws of banks, being subject to the 
approval of the supervising officials of 
the state and nation, are to a consider- 
able degree uniform, and the essential 
provisions are identical. These by-laws 
are adopted by the directors and may 
be amended from time to time insofar 
as the proposed amendments do not con- 
flict with the requirements of the audi- 
tor of public accounts or the comp- 
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By B. G. GRAFF 


Illinois State Bank Examiner 


troller of currency, the statutory super- 
visors of the state and national banks. 

Bank directors are held by the courts 
to a strict observance of the various 
duties prescribed by the by-laws under 
which their institutions are operating. 

It is obviously impossible for a board 
of directors to be in constant session, 
so they are authorized to appoint agents 
to handle the details of business. These 
agents are the officers of the bank. The 
members of the board are liable for 
the acts of their agents within the 
seope of their authority. In discussing 
this phase of a director’s liability, the 
United States Supreme Court, in the 
ease of Briggs vs. Spaulding, has this 
to say: 

“Without reviewing the various deci- 
sions on the subject we hold that direc- 
tors must exercise ordinary care and 
prudence in the administration of the 
affairs of a bank, and that this includes 


something more than officiating as 
figureheads. They are entitled, under 


the law, to commit the banking busi- 
ness, as defined, to their duly authorized 
officers, but this does not absolve them 
from the duty of reasonable supervi- 
sion, nor are they to be permitted to be 
shielded from liability because of want 
of knowledge of wrong doing, if that 
ignorance is the result of gross inatten- 
tion.” 

The by-laws of the bank must re- 
quire that at each meeting the directors 
shall examine the loans which have been 
made by the bank during the month 
preceding, also the securities discounted 
or purchased, and the directors must 
require from the cashier a statement of 
all past due loans and overdrafts. This 
is a most important duty, but too often 
receives scant consideration at the some- 
what perfunctory, informal meetings 
held by directors. In passing upon this 
matter, the Supreme Court of Missouri 
in a ruling decision said: 

“The board of directors of a bank 
is bound to know all that is done by it, 
as well as the system and rules arranged 
for its doing; and what they ought to 
know as to the general course of the 
bank’s business, they will be presumed 


to have known, in a contest between 
the bank and third persons dealing in 
good faith with it. The directors must 
use care and diligence to know the con- 
duct of the subordinate officers, as well 
as what the bank’s books show, and 
to carefully observe the law under 
which the bank is organized; and the 
directors are answerable for losses 
sustained (by the bank) through the 
acts of its cashier in lending moneys in 
excess of the prescribed limits and to 
insolvents, where the directors by care 
might have known—being therefore duty 
bound to know—that this was the case. 
It is no excuse for such neglect that 
the directors receive no benefit from 
such loans and that their services were 
gratuitous.” 

The by-laws of practically all na- 
tional and_ state banks provide 
that the directors shall appoint a 
committee of stockholders or a certified 
publie accountant to audit the books of 
the bank each six months, and that the 
report of such a committee or account- 
ant shall be recorded upon the minute 
book of the bank. 


Considering the liability of bank di- 
rectors under statutes, both Illinois and 
Federal laws require that directors hold 
regular monthly meetings for transae- 
tion of business. Absence from meet- 
ing continually is prima facie evidence 
that a director is neglecting his duties 
and his liability inereases as his attend- 
ance record diminishes. 


In connection with the call reports 
rendered to auditor and the comptroller 
at frequent periods, the directors who 
certify to their correctness and consent 
to their publication have another definite 
responsibility and liability, and the 
courts have uniformly held that any 
person who in reliance thereon pur- 
chases stock in the bank or makes & 
deposit therein may have recourse for 
any loss sustained in consequence of 
such action, should it develop that the 
report was false or incorrect and thal 
the directors by the exercise of reason 
able diligence and care could have & 
ascertained. 

Under the decision of the Supreme 
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Court of the United States in Thomas 
ys. Taylor and of the United States 
Cireuit Court of Appeals in Chesbrough 
et al vs. Woodworth, when the comp- 
troller of currency has notified diree- 
tors to collect or charge off certain 
assets it is a warning that those assets 
are doubtful, and to disregard such a 
notice and represent the assets in a 
statement to be good is a violation of 
law and renders the directors liable for 
damages. 

Again, both the Revised Statutes of 
the United States and many state laws, 
including Illinois, are in harmony in 
respect to the liability of directors for 
loss in connection with loans made in 
excess of the bank’s legal loaning limit. 
The United States Cireuit Court has 
held that “Directors who make or assent 
to making a loan to any one person 
of a sum exceeding the legal limit be- 
comes personally and individually liable 


for all loss sustained thereby.” 

A diseussion of the criminal liability 
of directors with respect to the loaning 
of trust funds or savings funds to 
officers, directors, or employes, or with 
regard to personally receiving a com- 
mission or other perquisite for loans 
made by the bank, or in connection 
with the guaranteeing of the payment 
of either principal or interest gf any 
loan or bond or for falsely certifying 
a check and for various other violations 
of the statutes would, no doubt, prove 
enlightening to many, and they are 
commended to a careful perusal of the 
various statutes. 


LOANING MILLIONS TO 
NORTHWEST’S BANKS 


(Continued from page 17) 


department of the corporation has been 


43 


organized consisting of an officer in 
charge with an assistant and corps of 
field men who act as purchasers in local 
regions. Approximately 200 local com- 
mittees have been formed so that enlist- 
ment of local people would keep down 
operating expenses. The corporation 
takes as security a chattel mortgage on 
the animals purchased. The purchase 
of only the best grade of animals is ad- 
vocated. The development of expert 
dairymen, ete., is hoped for this way. 

In view of the results which have thus 
far been obtained by the corporation it 
would seem that the soundness of the 
idea originally advanced by President 
Coolidge has been demonstrated, and the 
effect of the work which has thus far 
been done by the corporation will result 
in a permanent benefit to many thou- 
sands of people in the Northwest, and 
indirectly be of benefit to the entire 
country. 


FIREPLACE ADDS CHEER TO BANK 
DIRECTORS’ ROOM 








The attractive directors’ room in the Exchange National Bank, Tulsa, Oklahoma, designed by We 
A The above picture is the first of a series of photogr 


lace at the end adds a receptive note. 





“« 





om by Alford Company, is comfortable and cheery. 
ap 


s of bank directors’ rooms which will be pre- 


sented from month to month in connection with the ‘‘Around the Directors’ Table’’ section of The Bankers Monthly. 
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| The trademark 
of a financial service 


OR HUNDREDS OF YEARS merchants have 

been using marks to distinguish their 
wares. From this beginning, the trademark 
has grown to be a symbol of satisfaction and 
deserved public confidence. In the fields of 
manufacturing and public service there are 
trademarks which are valued at millions of 
dollars for the good-will they represent. 


Banks are public service institutions and 
they employ trademarks, too. Above is the 








trademark of The Equitable—a symbol of a 
financial service, distinguished for the com- 
pleteness of its domestic banking facilities and 
its special facilities for foreign banking. 


t xs 


QUITABLE 


TRUST COMPANY 


OF NEW YORK 


CHICAGO OFFICE 
105 South La Salle Street 


DONALD L. De GOLYER 
Manager 


LONDON 





37 Wall Street 


PARIS 





HOW ONE BANK KEEPS 
DIRECTORS POSTED 


RE the directors of your bank fully 

aware of the responsibility the law 
casts upon them, and does your bank 
co-operate to the fullest extent in keep- 
ing your directors posted? 

Bankers disagree on the question 
“What should a bank director know 
about his bank,” and the result of the 
disagreement is difference among banks 
in the relationship of bank officer and 
director and difference in methods of 
posting directors. 

William S. Kline, president of the 
Lake Shore Trust and Savings Bank of 
Chicago, says it is the duty of officers 
of his bank to keep directors fully 


DisTRICT REPRESENTATIVES 
Philadelphia: Land Title Building 
Baltimore: Calvertand RedwoodSts. 
San Francisco: 485 California St. 


MEXICO CITY 





posted of conditions at the bank and 
what the bank is doing. That in render- 
ing service to directors, the law pre- 
scribes the duties of a bank director— 
that he exercise due diligence in the 
affairs and operation of the bank, and 
that officers exist to carry out his 
orders. 

“We give all our directors type- 
written copies of the minutes of our 
discount committee meetings,” says Mr. 
Kline. “Thus they have the details of 
every loan, every piece of negotiable 
paper, handled by the bank. There is 
no excuse for a director not being posted 
if he reads these records. We also send 
him lists of all loans of $5,000 or more 
four times during the year. This covers 
all commercial paper, credit extended 


Le 


to companies and individuals, ete, }j 
gives the director a chance to be posted 
on customers’ credit. 

“Our discount committee passes dj. 
rectly on all loans. It is impossible for 
directors to do that. But the typed 
minutes of discount committee meetings 
record both data and comment, thys 
making a record for both director ang 
bank examiner. Bank examiners haye 
praised our system more than once for 
that reason. If directors miss directors 
meetings, we mail them minutes of the 
meetings. These with the bank state. 
ment give everything the director needs 
to know to be fully posted.” 

It is the director’s bounden duty to 
keep posted on credit extended by his 
bank, and he personally is held re- 
sponsible by law for actions of the 
bank’s discount committee. Directors 
have been held for illegal loans and for 
over-extended credit. Due diligence on 
the part of the director is the law's 
demand. 


PROVIDING DATA FOR 
YOUR DIRECTORS 


By Lawrence F. Whiting, 
President, Boulevard Bridge Bank, 
Chicago 
The cardinal principle upon which we 
operate is that a director must be in 
attendance at directors’ meeting and 
be familiar with the business of the 

bank. 


Experience has taught us that many 
directors are busy in their own busi- 
nesses ‘and leave entirely to the officers 
the administration of the bank’s busi- 
ness. We believe that we have solved 
the problem of how best to familiarize 
directors with all the details of the bank 
by originating and developing a loose- 
leaf booklet for each director, upon 
which his name is stamped on the cover, 
which gives in detail all information 
having to do with the business of the 
bank. 

This booklet contains the statement 
of financial condition, a complete list of 
loans and discounts showing rate, 
amount, maturities, endorsements, guar- 
anties and collateral, other loans im 
which the borrower is directly or indi- 
rectly interested, and notes falling due. 
In addition to this, we devote a section 
to bonds and other securities purchased 
by the bank; still another section to 
new business developed since the last 
meeting; and a full record of the pro 
ceedings at discount committee meetings 
each week. 

In this way, a director cannot attend 
a meeting without knowing the entire 
business of the bank, for all of these 
records are read by the eashier at the 
monthly meetings and formally ap- 
proved by the board. 

This system of administration has 
developed for us “directors who direet.” 
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A NEW TEXT BOOK ON 
COMMERCIAL BANKING 


Commercial Banking, a two volume, 
308 page work written by William H. 
Kniffin has recently been published by 
the McGraw-Hill Book Company of 
New York. The work contains the best 
results of the long experience and study 
of the author of practices of American 
banking. He aims to give a comprehen- 
sive treatment of the principles of bank- 
ing “as applied to the practical opera- 
tion of banks and trust companies, ex- 
eepting only their fiduciary and foreign 
departments.” The latter subjects are 
wisely excluded since they involve sub- 
ject matter which could perhaps be 
treated better in separate volumes. 


Some of the material is already 
familiar to the reader who has read the 
author’s previous works. But there is 
added in these volumes much new 
material of a theoretical and historical 
character which does much to give a 
background for the vivid descriptions 
and explanations of how the commer- 
cial bank does its work as an individual 
institution and as a member of a 
smoothly running and efficient banking 
system. 


Mr. Kniffin has talent for making 
things clear in an interesting way. He 
shows bank executives and employes 
how their functions are related to those 
of his neighbor, or other departments 
of the bank and other banks. The bank 
officers and executives are told how 
other banks are conducting their busi- 
ness, and business men are enabled to 
understand better their relation to 
banks and _ bankers. 


CREDIT DATA AT YOUR 
FINGER-TIPS 


(Continued from page 15) 
and honestly compiled, show any credit 
man the trend of the business and dis- 
close unsafe and unprofitable tendencies 
very readily. The profit and loss ac- 
count is another source of valuable com- 
parison and should be required with 
the statement of assets and liabilities. 
A record of the maximum and minimum 
accommodations from year to year is 
also valuable for comparative purposes, 
discloses whether a concern is out of 
the bank periodically, and at what sea- 
son their demand is the greatest. 

While balances maintained cannot 
warrant accommodations where the con- 
dition of the concern would not justify 
it, still they have a bearing on whether 
a concern has a claim on the bank. In 
growing sections ‘the normal demand for 
credit taxes those banks which are in- 
terested in the upbuilding of the com- 
munity and it is therefore necessary 
to confine loans to concerns which main- 
tain adequate balances and base rates 
thereon. This being true, a record of 
the average balances, gross and collected, 


WHY THE CERTIFIED 
AUDIT IS FAVORED 


ROGRESSIVE banks are encouraging their 
commercial borrowers to submit their rec- 
ords to a certified public accountant at regular 
intervals because a disinterested and dependable 
examination of this kind helps the borrower and 
fortifies the banker’s judgment in extending loans. 


The Robert Morris Associates, an organiza- 
tion comprising the leading bank credit men of 
the United States, advocates the complete 
certified audit. This association urges upon its 
members the desirability of having their clients 
submit regularly a detailed audit accompanied 
by operational figures because usually this is the 
best way in which full and satisfactory informa- 


tion can be obtained from the borrower. 


Our extensive experience in the accounting 


field and our familiarity with all 


lines - of 


American business enable us to offer construc- 
tive suggestions on how to determine the exact 
accounting facts in business. 


EDWARD R. BURT & COMPANY 


CERTIFIED PusBtic ACCOUNTANTS 
Established 1907 


“Real accounting service is more than 
a verification of footings and postings” 


OFFICES IN THE PRINCIPAL CITIES 


NEW YORK 
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BOSTON 
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PITTSBURGH 





and the cost of the account in every 
respect should be maintained. 

It is of importance at times to know 
the other banks and concerns which the 
subject concern is doing business with, 
and for that reason it is well to either 
file all inquiries on them, made and re- 


-eeived, in the eredit folder or maintain 


a record of such inquiries. In the ease 
of banks which are examined by state 
or national authorities, a record of the 
dates of such examinations as shown by 
reconcilement requests will sometimes 
prove of value in showing that such 
banks are receiving more frequent ex- 
aminations than is regular, indicating 
that their condition requires special at- 
tention. 

Much good 


information, and the 


BALTIMORE 


CHICAGO 
ST. Louis 
KANSAS CITY 
NEW ORLEANS 
SAN FRANCISCO 





nucleus for a credit file, is in mercantile 
reports and they should be included in 
every credit file. 

In the ease of loans on stocks, bonds 
or other securities the credit department 
could maintain a complete file on such 
collateral to the same extent as is the 
case with individuals or concerns who 
borrow direct on straight paper. It is 
well to maintain a record showing at 
all times the amount loaned on certain 
securities and the value of the security, 
as the value of any one stock where a 
considerable aggregate of loans are se- 
eured thereby often fluctuates and makes 
it necessary to require additional secur- 
ity. 

Some system of abstracting daily 
from general correspondence all letters 
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Sell and Grow 


Progressive Business is a train of departments 
pulled by a twentieth century selling engine. 
Production, generally, is limited only by the 
capacity to sell. To sell is to grow—in size, in 
profits, in power to serve. 


Growth is the evidence of the healthy turnover 
of working assets. It is accompanied by de- 
crease in unit costs—selling and production. 
Larger profits can be taken, or selling prices 
reduced, to increase sales. 











As fundamental to Growth, modern manage- 
ment applies scientific Market Analysis and 
sound methods of Cost Accounting. One gives 
the sales department absolute knowledge in 
place of impressions; points the way to efficient 
selling plans and successful selling action. The 
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other furnishes the management facts and 
figures from every department—the timely, 
dependable guides to safe and steady progress. 


It has been the pleasure of the Ernst & Ernst 
organization to cooperate with firms, nation- 
wide, in establishing the simplest and most 
economical methods of Market Analysis— 
eliminating waste fields in selling; and sound 
methods of Cost Accounting—furnishing the 
power to control inventories. 
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which have a bearing on the credit of 
the bank’s customers for filing in the 
credit department should be used. Lists 
of maturities should be made in advance 
of the date of the maturity and the 
credit folders withdrawn for scrutiny 
by an officer, or a committee of officers, 
with a view of determining what action 
will be required on the paper maturing. 
In order to avoid duplication and con- 
tinuous handling where paper of a cer- 
tain line is maturing regularly a list 
of maturities may be checked to in- 
dicate which folders the committee de- 
sires to see. 

In the front of the credit folder there 
is a running comment by the credit de- 
partment of all the facts in connection 


with the line which are not shown on 
regular forms in the file. These appear 
under different datings and the perusal 
of them will show the progress of the 
account. 

The credit department should read 
certain financial periodicals, the daily 
newspapers, lists of mortgages and liens, 
real estate transfers, court proceedings, 
suits filed, charters and permits to do 
business granted, making a memoran- 
dum of those which are of interest to 
the bank and which apply to the bank’s 
customers, passing these memorandums 
to the officers for inspection before filing 
in the credit files of the subject. The 
manager of the credit department can 
well be a member of the local associa- 
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tion of credit men, the Robert Morris 
Associates, and other organizations of 
like character. 

There is no set rule for the conduc 
of a credit department, and all forms 
and systems should be made to fit the 
needs of a particular bank. It is quite 
necessary with changing general condj- 
tions and the constant change which js 
taking place in the individual concerns 
to be forever mulling over and jp. 
telligently analyzing and judging credit 
risks. If the bank’s officers and its en- 
tire staff are sold on this idea a great 
benefit will come from a complete up- 
to-date credit department. Care should 
be taken, however, not to have any non. 
essential detail, and for it to be goy- 
erned by practical considerations. 


KEEPING THE STATEMENT 
EFFECTIVE IN COURT 


(Continued from page 24) 

rule. There it was held that a financial 
statement, fifteen months old at the time 
the credit was extended, could be relied 
upon by the creditor. That case arose in 
the drygoods trade, where inventory is 
taken once a year, at which time new 
financial statements are requested of cus- 
tomers. It is the writer’s belief that the 
decision in Krolik vs. Lang, upholding 
a debtor’s financial statement which is 
fifteen months old, will eventually be- 
come the general rule. 

In addition to the year’s period dur- 
ing which the borrower’s statement 
should be held effective, a period of 
three months should in fairness be 
allowed for inventory and adjustment in 
the debtor’s business, and for the usual 
correspondence in obtaining, correcting, 
and filing the debtor’s new financial 
statement. So in the ease of Krolik 
vs. Lang, a fifteen months period was 
held to be a reasonable time during 
which a creditor, in extending credit, 
had the right to rely on a debtor's 
financial statement. 

There are a few cases which hold 
generally, that a statement fifteen 
months’ old is too old, and may not be 
relied on by the creditor. There are 
other cases which hold that a nine 
months’ statement is too old. The writer 
believes that the court reached the cor- 
rect conclusion in the case of Krolik vs. 
Lang, in allowing a recovery on a state- 
ment fifteen months old. This rule is 
in accord with the practice of many 
bankers, who obtain a new financial 
statement from borrowers each year. 

The court went a step further in the 
B. and R. Glove Corporation case. As 
respects that part of the debtor’s finan- 
cial statement, in which it was agreed 
that the debtor would notify the 
creditor of any material reduction of 
debtor’s financial responsibility, the 
court said: “It is not to be understood 
that (undertaking) imposed an obliga 
tion unlimited in time, but only during 
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such a reasonable time as the financial 
statement itself could be relied upon. 

The agreement was evidently to 
notify of any material reduction of 
fnancial responsibility, which we con- 
strue to refer to the period of ‘reason- 
able’ time within which the statement 
itself continued in force.” 

Such an agreement, in substance, ap- 
pears in the financial statement form 
recommended by the American Bankers 
Association statement-form, which pro- 
vides: “If any change occurs which 
materially reduces the means or ability 
of the undersigned to pay all claims or 
demands. the undersigned will 
immediately and without delay notify 
the bank; and unless the bank is so 
notified, it may continue to rely upon 
the statement herein as a true and accu- 
rate statement of the financial condi- 
tion of the undersigned.” This may be 
taken as a general formula contained in 
the best statement-forms. If read in 
the light of the rule laid down by the 
United States Cireuit Court of Appeals 
for the Second Cireuit, this must be 
taken subject to the qualifications laid 
down by that court, as follows: 


1. The financial statement continues 
to be effective only for a reasonable 
length of time and such reasonable 
length of time depends upon the condi- 
tions and circumstances in the particu- 
lar case. 


2. In time of a general collapse of 
values, such as the world-wide depres- 
sion of 1920, the length of time during 
which a creditor may rely on a debtor’s 
financial statement, is materially short- 
ened. 

3. Debtor’s agreement that until 
notice is given of a material change for 
the worse his statement may be relied 
on by the creditor as a true and accu- 
rate statement, is effective only for a 
reasonable length of time, viz: the 
length of time during which the creditor 
may rely on the financial statement it- 
self. 

The Cireuit Court of Appeals held 
that a financial statement may be so 
worded as to be a continuing statement 
for an indefinite length of time, even 
beyond a reasonable length of time. 
Such wording must be explicit. The 
court cited a case, well known in credit 
law, as an example of such special 
agreement on the part of the debtor, 
viz: Atlas Shoe Company vs. Bechard, 
decided in Maine. In that case, the 
agreement contained in the debtor’s 
financial statement expressly provided 
that the statement might be considered 
8 &@ continuing statement and “a new 
and original statement of all assets and 

bilities upon each and every purchase 
of goods . hereafter until we 
advise in writing to the contrary.” 

As said by the court in Atlas Shoe 
Company vs. Bechard: 


tea is something more than a representa- 
true at the time, and a mere failure to 
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notify of a change of conditions........ It is 
here expressly agreed that it may be considered 
a continuing statement, and a new and original 
statement upon each and every purchase of 
goods. That can mean nothing less than it is 
to have the same force and effect as a basis 
for credit that it would have if it accompanied 
each order of goods, and was made as of the 
date of said order. The intention of the parties 
is apparent and unmistakable that the plain- 


‘tiff might rely upon it the same when the last 


as when the first goods were sold.” 


Thus for the purposes of the banker, 
it becomes important that the debtor’s 
credit statement contain debtor’s agree- 
ment, that upon each sum borrowed, and 
upon each credit extended, the financial 
statement of the debtor may be con- 
sidered “a new and original statement 
of all assets and liabilities upon each 
and every credit” ete., until notice to 
the contrary is given in writing. This 
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has been held to keep the borrower’s 
financial statement effective, the same as 
though such financial statement were a 
new statement and has accompanied the 
extension of each new credit. 

Surprising as the decision was as to 
those familar with credit law, still the 
reasons: on which it is based, are en- 
tirely in keeping with the previous law. 
The case was merely an application of 
old principles to new facts. From the 
standpoint of credits, it is an important 
decision. It definitely settles two rules 
bearing upon the continued effectiveness 
of a borrower’s financial statement. 


First, the creditor may rely on 
debtor’s financial statement, only a 
reasonable length of time, held to be 


SEEKING NEW BUSINESS ON OUR RECORD 


1824—An Acorn 
1924—An Oak 


F THE CHEMICAL dwells insist- 
ently upon the date that it was 
founded, it is because in the one 
hundred years of its history, it has 
had countless opportunities to learn 
that the greatest ability of all, is the 


ability to survive. 


Every oak was once an acorn. 


But not every acorn becomes an oak. 
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(a) less than six months in case of gen- 
eral financial depression; (b) in ordi- 
nary times, held by various courts to be 
15 months, although the courts in a 
very few jurisdictions, make this period 
shorter. 

Second, debtor’s collateral agreement 
that the statement may be regarded as 
a continuing statement of debtor’s finan- 
cial condition as represented, in the ab- 
sence of notice to the contrary, is bind- 
ing only for a reasonable length of time 
during which the financial statement it- 
self is effective. Such collateral agree- 
ment may, however, be so worded that 
the financial statement of the borrower 
has the force and effect of a new state- 
ment as of the date of each credit ex- 
tended. 





World Loses Great Electrical 
Engineer 

Within the period of less than a year, 
two great electrical engineers—Charles 
P. Steinmetz and Benjamin G. Lamme 
—have laid down their work. Stein- 
metz, who died in October, 1923, was 
a brilliant mathematical genius, who 
solved some of the most abstruse 
problems of electrical engineering. 
Lamme chief engineer of the Westing- 
house, whose death occurred in July, 
1924, was of a different and, in many 
respects, a supplementary character. 





He was a constructor and designer, a 
man of vision, indeed, but his interest 
lay always in the practical and imme- 
diately useful. 
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ACCOUNTING METHODS 
FOR BRANCH BANKS 


(Continued from page 16) 

ing the earnings which appear as liabjl- 
ities are usually handled in the same 
manner. Some banks, however, require 
the branches to send their daily earp- 
ings to the main office, and also daily 
pay the branch expenses. This tends 
to allow the branch to lose sight of its 
expenses and earnings and is not the 
usual method. 

Among the liabilities, in addition to 
the earnings, are the various accounts 
representing the deposits at the branch, 
which are the same as would appear in 
any bank statement. The capital, sur- 
plus and undivided profits, and also re- 
serve accounts, do not appear on the 
branch books but are carried entirely 
at the main office, and all losses to be 
charged off are handled entirely at the 
main office. 


The only other accounts which need 
discussion are the accounts which the 
branch carries with the main office. In 
the handling of these accounts branch 
bank accounting becomes the most in- 
teresting and complex. The easiest way 
to think of these accounts is to consider 
them as ordinary depositary accounts, 
if among the assets of a branch, and as 
overdrawn depositary accounts if among 
the liabilities. 

The methods which have been deyvel- 
oped to handle the transactions in these 
accounts, and which represent the trans- 
actions between a branch and main 
office and between any two branches, 
can be roughly divided into two classees 
—those’ systems which are handled by 
drafts and cashier’s checks, and those 
which are handled by debits and credits 
with proper advices to main office. 

Under the first system, when a branch 
is indebted to main office or to any 
other branch, the debtor branch pays 
its debt by drawing its draft on its 
main office account. When the main 
office owes any branch, it issues its 
cashiers’ check for the amount. These 
eashiers’ checks and drafts received by 
any branch are included in its regular 
eash remittance letter and in this way 
the branch receives credit at the main 
office. The drafts drawn by a brane 
eventually are charged to the branch ac- 
count with main office. The items which 
a branch or main office sends out and 
for which it does not receive payment 
the same day are charged to a clearing 
account which is, of course, offset when 
payment is received. The accounts are 
reconciled and audited as often as the 
volume of business requires. 

Under the debit and credit system, 
when a branch is indebted to another 
branch or to main office, the debtor 
branch credits its main office account 
and for all items owing to the braneh it 
debits the same main office account. In 
other words, all transactions of a branch 
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with any other branch, or with the main 
office, are debited or credited, as the 
ease may require, to its main office aec- 
eount. Thus, when any branch has a 
transaction with any other branch, one 
pranch will debit its main office account, 
and the other branch will credit its 
main office account. Each day each 
branch is required to send to the main 
office a register or report of the trans- 
actions in its main office account, which 
report is required to prove with the 
general balance sheet which the branch 
forwards daily to the main office. This 
proof is required to make certain that 
the branch does not omit any item and 
also to show that each amount is cor- 
rectly reported. The proof is usually 
shown by adding to the total debits to 
mai office account for the day, the debit 
balance of the previous day, if it was 
a debit balance, plus the new credit bal- 
ance, if it is a eredit balance. This 
total should prove with the sum of the 
eredits to main office account for the 
day, plus the eredit balance of previous 
day, if any, plus the new debit balance 
if any. The items appearing on the 
statement are usually divided for con- 
venience into those originating at the 
branch forwarding the report and those 
originating elsewhere. 

The main office receiving these reports 
checks off the various items on the re- 
ports of the sending and receiving 
branch and then debits and credits the 
proper accounts of the branches. Some 
institutions consider the main office as 
a branch, and in this case, the main 
office is handled the same as any other 
branch is handled, sending its report to 
the accounting department, which is the 
real main office. The main office keeps 
close track of the time which should 
elapse between the receipt of advices 
from the sending and receiving branch- 
es, tracing immediately for lost items 
when advices are not received on time. 

In addition to the above records which 
apply mostly to general ledger accounts, 
there are various other reports peculiar 
to branch banks, most of which apply 
to loans and credits. Some banks keep 
at the main office a copy of the liabil- 
ity or loan ledger of each branch, which 
is posted daily from reports of loans 
made and paid received from each 
branch. This is a great assistance to 
the auditing department as well as the 
credit department. 

Most banks operating branches keep 
& central file at main office of all ac- 
counts in each of its branches. 


At a recent meeting of the board of 
directors of the-West Side Trust and 
Savings Bank, Chicago, W. H. Regnery 
Was elected as a member of the board. 
Mr. Regnery is president of the Western 
Shade Cloth Company, Chicago, which 
has grown to be the second largest shade 
‘loth manufacturing concern in the 
United States. ‘ 


A Distinctive Service For Your 
New York Business 


THE 


MECHANICS & METALS 
NATIONAL BANK 


OF THE CITY OF NEW YORK. 


Deposits, June 30, 1924 - $288,000,000 


G. W. McGARRAH 
Chairman of the Boerd 


The Mars National Bank, Mars, Penn- 
sylvania, will erect a two-story bank 
building. 


A new institution known as_ the 
National Bank of Carlsbad was recently 
opened at Carlsbad, New Mexico. G. K. 


‘Richardson of Newkirk, Oklahoma, is 


president; Dr. L. H. Pate of Carlsbad, 
vice president; E. B. Harrison of 
California, cashier. 


Formal opening of the remodeled 
quarters of the Potters’ Savings and 
Loan Company’s bank, Liverpool, Ohio, 
was held recently. Alterations to the 
banking rooms involved an expenditure 
of $75,000. 


JOHN McHUGH 
President 
















PATENTS 


Business from non-resident attorneys 
and banks especially solicited. Highest 
references; best services. A’ and 
bankers having clients who wish to patent 
inventions are invited to write for full 
particulars and terms. 

WATSON E. COLEMAN, Patent Lawyer 

644 G Street, N. W., WASHINGTON, D. C. 








How about a Bank Magazine 


under your own name? 


P. M. REED 
111 West Washington Street, Chicago 
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“DERRICKS OF DESTINY” 
BAYNE’S LIFE STORY 


Pioneer of banking was the late 
Samuel Gamble Bayne, whose autobi- 
ography will be published in October by 
Brentano’s of New York. 

A large part of the forthcoming work 
is devoted to Mr. Bayne’s experiences as 
an organizer of banking institutions. 
Originally Mr. Bayne was a leader in 
the young petroleum industry in Pena- 
sylvania in the 70’s. As he says in his 
autobiography, now in press, he was 
urged to become a banker because of 
the difficulties which oil operators had 
in financing their business. Thus, he 
organized the First National Bank of 
Bradford, Pa., and then several smaller 
banks in the West, which were more or 
less allied with the petroleum interests. 

He found that this little group of 
banks needed a New York correspond- 
ent, and finally, in 1883, organized the 


Seaboard National Bank, in which he 
became a director, finally president, and 
at the time of his death last April, he 
was chairman of the board. Other banks 
became more or less affiliated with the 
Seaboard National in a plan to which 
Mr. Bayne applied the phrase “bank- 
ing by delegation.” 

In his autobiography, to which he 
gave the title “DERRICKS OF DES- 
TINY,” Mr. Bayne goes back to origins 
in banking and tells in his characteristic 
conversational style the story of many 
important enterprises, and relates in- 
teresting anecdotes showing his contact 
with prominent men. 


The book is profusely illustrated with 
contemporary photographs and also 
with sketches from Mr. Bayne’s own 
hand, for this versatile banker was an 
artist as well as a writer. 


The work also contains reminiscences 


of sport, the stage and his travels around 
the world. 


HOW WOMEN MEASURE Up 
IN BANK ROUTINE 


(Continued from page 20) 

the present job, but it does affect vitally 
the attitude toward all those things that 
contribute to growth, increased knowl- 
edge, and ability to assume newer and 
greater responsibilities. It is on these 
grounds that critics of women workers 
in banks find support for their conten- 
tions. 

A good many bank managers have 
mentioned the fact that women employes 
often object to transferals to new jobs. 
A transferal, even though it may mean 
a promotion, usually requires increased 
effort and study to learn the new job, 
and this is often distasteful to the gir! 
who is firmly and comfortably estab- 
lished in familiar work. It often hap- 
pens that a woman will refuse to aceept 
a promotion that involves a change in 
work. This, of course, sometimes hap- 
pens with men employes as well. There 
are many people who are content to 
accept the less arduous pathways even 
though they do not lead to the moun- 
tain tops. It is the opinion of many 
managers however, that this oceurs much 
oftener with women than with men. 

The reason in many cases, un- 
doubtedly has to do with the “temporari- 
ness” of many girls’ positions in busi- 
ness. Since advancement in the organi- 
zation is of less importance to then 
than to men, they are less willing to 
meet the exacting requirements of ad- 
vancement. 

Closely related to these facts is an- 
other thing that is commented upon by 
many observers. Girls will not study 
and prepare for possible future ad- 
vancement as arduously as men. One 
banker, in discussing this point, said, 
“There is a constant demand by the 
young men in our office for the text- 
books and financial journals in the li- 
brary. They study them at home and 
become thoroughly versed in the litera- 
ture of the business. But the girls 
rarely go to the library, and as far as 
I know never read the journals dealing 
with our business. Many of our young 
men go to night schools, take corre- 
spondence courses, enroll in the Amer- 
ican Institute of Banking courses, but 
the girls seldom do home study work.” 

These statements quite universally 


made by bankers interviewed reflect the 
attitude of the average girl worker who 
does not expect to remain permanently 
in business. There are exceptions to 
these cases. There were, for example, 
forty-five girls enrolled in the night 
classes of the Chicago Chapter of the 
American Institute of Banking last 
year, out of a total enrollment of 1300. 

These facts constitute a serious crit- 
icism of the girl bank clerk because 
they reflect an attitude that is unques- 


tionably an obstacle in the way of her 
employe. 


bank 


advancement. No 
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whether man or woman, can expect to 
win promotion to executive positions un- 
Jess he or she is willing to pay the price 
jn much burning of the midnight oil, 
in constant and painstaking toil, in 
serious and unremitting application to 
the many complex problems that are 
presented to the modern banker. The 
women who are jealous of men’s posi- 
tion in the business world cannot expect 
to get the rewards without meeting the 
requirements. 

A woman bank executive of many 
years experience, in discussing this 
point, stated that the discrimination 
against women in business had much to 
do with the average woman’s unwilling- 
ness to give the same effort to after- 
hours study of her job as men are ac- 
eustomed to put forth. “Women,” she 
continued,” who have been in business 
many years and have seen the reluctance 
with which managers give credit to the 
girls who are doing superior work, be- 
eome discouraged with the outlook be- 
fore them and assume the attitude that 
it is useless to do extra work.” She 
pointed out in her own organization ex- 
amples of girls of unusual intelligence, 
energy and devotion to their organiza- 
tion, whose salaries and positions did 
not compare at all favorably with men. 
No thoughtful person can doubt the 
justice of her charge or the serious 
effect which such an attitude, if it is 
general, would have upon the morale of 
women bank employes. 

A easual comparison of salaries, either 
upon the basis of length of service, or 
upon the ratings as weights as de- 
tarmined by job analysis, will unques- 
tioably show a discrimination against 
women that, in many eases, is obviously 
unfair. It is an interesting problem as 
to just how much this is the cause and 
how much the effect of the bank woman’s 
attitude toward her job and her em- 
ployer. 

The salaries paid women workers are 
affected by many considerations, most 
of them the same as those determining 
the salaries of men. Since this point 
has been discussed in the June number 
of the Bankers Monthly, we shall say 
but a few words about it here. Sal- 
aries are determined very largely by 
supply and demand. Since the demand 
for women in banks is relatively small 
and the supply relatively large the 
thrifty employer can buy the services of 
the girl worker at a low price. This 
is particularly true of the untrained and 
inexperienced girl worker. Banks are 
usually considered to be favorable places 
in which to work. The surroundings are 
pleasant, the associations congenial, the 
jobs dignified and earry with them some 
little prestige.  Inexperienced girls, 
therefore like to work in banks and are 
usually willing to work for less pay, 
finding some of their reward outside of 
the pay envelope. The situation is af- 
feeted quite noticeably by the girls who 
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OLD FRIENDS 
ARE BEST 


HEN you think of 
Buffalo think of the 


“Old Marine” 


served 


which has 


its correspondents 


faithfully and with diligence 
for seventy-four years. 


The MARINE 
TRUST COMPANY 


OF BUFFALO 


Capital and Surplus $20,000,000.00 


live at home, work because they are 
bored by home life, not because they 
have to, and who want to be somewhat 
independent ef their family’s support. 
With these conditions prevailing is it 
any wonder that the bank manager with 
a keen weather eye for ways of cutting 


‘down costs should take the course of 


least resistance and pay as little as he 
ean for the services of the girl clerk? 
Women are not specially abused by 
the application of this principle. Ex- 
actly the same consideration governs the 
rate of the men. But in carrying it 
out the manager finds a smaller supply 
with which to fill a greater demand. 
There are not so many men willing to 
look for their satisfaction outside of 
the pay envelope or who are content to 
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work for “pin-money.” Beyond this 
point we come to another attitude of the 
manager that has to do with the preju- 
dices we have discussed. Because he 
thinks the men are likely to stay longer 
and may develop into executive material 
he is willing “to anticipate the value” 
of the promising young man by paying 
him more than he thinks he is worth at 
the present time. Needless to say he is 
not as likely to do this with the girl 
worker. 

While a comparatively low salary 
scale is no inducement to the individual 
girl who considers going into bank work, 
it is an advantageous cireumstance for 
the whole general movement of women 
into bank work. One of the strongest 
arguments at the present time for em- 
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“Somewhere in Arizona” 


A few weeks ago a forlorn foreigner appealed to us to help 
him recover his money on a “paper” which he had lost 
“somewhere in Arizona,” on his way from San Francisco 


to Milwaukee. 


All he could tell us was that he had paid for the ‘‘paper’’ at 


a bank in San Francisco and that he signed his name ‘‘in the middle of it.’’ 


The matter was turned over to our Collection Department, who, after 
several weeks of investigation, discovered that it was a Cashier’s Check 


the man had lost. 
the waiting customer. 
ample reward for the trouble taken. 


This is all part of the day’s business to our Collection Department. 


A duplicate was secured and promptly delivered to 
His beaming face as he cashed the check was 


An 


average of 14,000 items per month keeps the efficient staff busy sending 


them here, there—and everywhere. 


The prompt and extensive service of this 
Department is one more reason why 


2/3 of the Banks of Wisconsin are our correspondents 


FIRST WISCONSIN 


NATIONAL BANK 
Milwaukee 


Capital and Surplus 
Ten Million Dollars 


ploying girls in banks—and one which 
is sure to appeal to even the most “hard- 
headed” in the profession, is the fact 
that in many jobs girls can do the work 
fully as well as men and at a smaller 
cost to the bank. When women have 
succeeded in convincing bank managers 
that they can do their work better than 
men, they will be in a position to de- 
mand equal pay. 

Many bank managers who have made 
careful studies of bank work have ar- 
rived at the conclusion that there are 
many jobs that can be performed by 
women better than by men. And the 
number of these jobs, in banks where 
such problems are constantly considered, 
are increasing steadily. The increasing 
use of machines is opening up many 


jobs to women. As machine operators 
women almost always excel. In the de- 
partments where routine clerical work 
is performed, the women are steadily re- 
placing men. This movement will surely 
continue as unfounded prejudice among 
bank men gives way to an open-minded 
study of faets. The next branch of 
bank work in which women will find a 
place is in teller-work. Many banks 
now use girls in cages. The results of 
these experiments generally have been 
favorable. I predict that this new field 
will open up rapidly to women workers 
and that it will not be long until some 
enterprising bank manager will startle 
his staid associates by filling all of his 
teller jobs with women. 

The greatest obstacle to this movement 


will be the attitude of the women them. 
selves. Greater responsibilities, as we 
have pointed out before, cannot be as. 
sumed without more knowledge and ex. 
perience. If the girls who choose bank. 
ing as a profession, will learn as mueh 
about the business as the men with whom 
they are competing for promotion they 
will surely, although no doubt slowly, 
gain the confidence and respect of their 
employers and the public to such an ex. 
tent that they will win the recognition 
their ability demands. 

The manager has a responsibility in 
this movement, too. As he permits 
fairer and less prejudiced policies to 
guide his administration of the affairs 
of the women on his staff, he will create 
more favorable conditions for them. 
This will stimulate the ambitions of the 
girls, encourage greater stability in the 
force and attract to his organization a 
better type of woman employe. 


FINANCIAL LIBRARIES 
GROUP TO EXHIBIT 


The Financial Group of the Special 
Libraries Association will hold a finan- 
cial library exhibit in connection with 
the meeting of the American Bankers 
Association in Chicago, September 29— 
October 2. The exhibit will be held on 
the lobby of the box floor of the Audi- 
torium Theatre. 

The members of the Chicago Com- 
mittee in charge of the exhibit are: Ruth 
G. Nichols, chairman, Federal Reserve 
Bank of Chicago; Sue M. Wuchter, vice 
chairman, Continental and Commercial 
Banks; Julia E. Elliott, executive secre- 
tary, The Indexers, 310 South Michigan 
Boulevard; Louise B. Krause, H. M. 
Byllesby and Company; and Virginia 
Savage, Halsey, Stuart and Company. 
The national officers of the Financial 
Group are: Margaret Reynolds, chair- 
man, First Wisconsin National Bank, 
Milwaukee; Dorothy Ferguson, vice 
chairman, Bank of Italy, San Franciseo; 
and Marion G. Eaton, secretary, Fed- 
eral Reserve Bank of Boston. 


Miss Virginia Edmondson of Electrie 
Mills, Mississippi, was elected assistant 
cashier in the Bank of Kemper, Scooba, 


Mississippi, to succeed Miss [ola 
Lathram, now Mrs. Harry McArthur, 
who resigned. 


Wallace L. Conner, formerly secretary 
of the Sumner Savings Bank of 
Brooklyn, has become associated with 
the Manufacturers Trust Company, 
New York, as assistant secretary. 


At a meeting of the board of diree- 
tors of the Bank of Lafayette and Trust 
Company, Lafayette, Louisiana, John C. 
Barry, former cashier, was elected ex 
ecutive vice president and Emile E. 
Soulier, former assistant cashier, was 
elected cashier. 
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WINDOW DISPLAYS THAT 
SAY “COME IN” 
(Centinued from page 22 
reasonable to spend ten or twenty times 
as much in reaching your passer-by cir- 
alation as you are willing to spend in 
reaching the people at various distances 
from your offices. 

Of course it may be objected that 
the bank itself is a sufficient bank ad- 
yertisement for the purposes of a 
passer-by. But if this were so, it would 
only be nesessary to put the name and 
location of your bank in newspaper 
space and direct-mail advertising, and 
if that were so, the whole time of the 
new business manager would be a waste 
and a nuisance to his bank. 

As a matter of fact, the ordinary 
pedestrian will pass your bank 100 
times a month and not be able to tell 
its name or its loeation unless the new 
business manager has done something 
to eatch his eye, attract his interest, 
and impress his memory. 

A banker in Columbus told me not 
long ago that he tried the experiment 
of standing in front of his bank and 
asking the first twenty-five people who 
passed him where that same bank was. 
He said that twelve of them simply 
“didn’t know,” five of them gave him 
wrong directions, and only eight of them 
seemed to realize that they were stand- 
ing right in front of the bank he was 
asking about. 

I personally remember many ocea- 
sions in the Mississippi Valley Trust 
Company of St. Louis when people 
came into our offices in search of a 
competitor who was two blocks away 
from us. On one oceasion the ealler 
was a depositor of the competing bank, 
who almost insisted on our taking his 
money, and as far as any evidence went 
he was perfectly sober, too. 

So much for the advertising oppor- 
tunities offered by the outside of the 
bank’s building, and for the real need 
existing in every bank for this kind of 
advertising. 

The precise methods of doing it vary 
so greatly with different banks, dif- 
ferent cities, different locations, and 
different buildings that it is hard to 
lay down standardized window displays. 
I think that each new. business manager 
should work out his own window-dis- 
play themes, and I certainly think that 
he should engage the services of an 
expert local window-trimmer to carry 
them out for him, unless he uses some 
standardized display service. 

Some of the’finest bank advertising 
I have seen, and some of the most sue- 
cessful, has been in the form of window 
displays. The Central Union Trust 
Company has a clock at 42d Street and 
Madison Avenue, across from the Grand 
Central Station, where the twelve nu- 
merals are replaced by the twelve letters, 
C-e-n-t-r-a-1 U-n-i-o-n. Time is a big 


. world. 


In Detroit 


The Peoples State Bank 


has been 


rendering 


dependable and trust- 


worthy service to other 


banks for over fifty years. 


Capital - 


$5,000,000 


Surplus - $10,000,000 
Deposits $122,000,000 


“The Bank of Personal Service” 


THE PEOPLES STATE BANK 
i. re 





thing in the minds of millions who pass 
that clock; they are not only members 
of New York’s vast transient popula- 
tion but also members of its vaster 
commuting population. 

This clock furnishes a larger cireula- 
tion of the name “Central Union” per 
dollar of cost than would be furnished 
by any other advertising medium in the 
But I wonder if the mere words 
“Central Union” mean very much to 
those millions of minds? Why not 
“Western Union”? And what is a 
“Central Union” after all? Who wants 
one? What can you do with it? Eat 
it? Wear it? Ride in it? Millions of 
people find that they ean tell time by 
the letters just as well as if they were 
numerals, Roman or Arabic, but does 
the clock tell them anything else? 

The father of the modern idea in 
bank window display was perhaps W. R. 
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From the Factory 


You save when you buy di- 
rect. We have no salesmen, 
no retail stores, no big ads. 


BANKERS everywhere order 
CRANDON CLUB 


cigars regularly—we save 
them money. 
Let us send on trial a box of 
50 BANKERS PERF., 11 4c. 


EL TORREGO COMPANY 
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Do The Facts Interest You? 


The value of advertising is measured by results. 


You must admit that. 


The figures herewith, 


measure the effectiveness of ‘‘Republic’’ advertis- 


ing. 


And—the same men who produced these 


results stand ready and willing to supply you 
with the same sort of advertising—free of charge. 


May we not explain in detail? 


Deposits May 5, 1922 
$25,884,950.30 
Deposits Sept. 15, 1922 
$27,425,995.48 
Deposits April 3, 1923 
$33,216,379.76 
Deposits Sept. 14, 1923 
$35,166,412.73 
Deposits March 31, 1924 
$37,241,406.49 
Deposits June 30, 1924 


$41,851,709.60 


The National Bank of the 
REPUBLIC 


OF CHICAGO 


‘“*THE BANKERS’ SERVICE STATION”’ 


JOHN A. LYNCH, Chairman of the Board 
GEORGE WOODRUFF, President 





Morehouse of Los Angeles, but the first 
rule window 


for good display was 
written years ago by a man named 
William Shakespeare. He put these 


words into the mouth of Ulysses in his 
play, “Troilus and Cressida”: “Man- 
kind regards more that which moves 
than that which moves not.” 


Morehouse always got a sense of 
movement into his displays. Dimes and 
nickels were pouring out of hoppers. 
Live bees, squirrels and other “small 
varmints were illustrating savings ideas. 
Industrial plants and processes were 
shown in miniature and some of them in 
operation. Not only was the ordinary 
passer-by forced to stop, look and 
ponder, but when Morehouse had a 
good doll house or menagerie at work 
in his windows people used to come 
from blocks around, and those who came 
to gape in many eases remained to de- 
posit. 

Miss Jessamine C. Hoagland, assistant 
cashier of the National City Bank of 
Chicago has done wonders with her 
windows. Sometimes she shows a home 
building scene. Sometimes a Christmas 
celebration in miniature. She made a 
ten strike at a recent convention of the 
Financial Advertisers’ Association by 
having one of her window displays set 
up and transported to the convention 








and using it to illustrate her talk on 
“The Best Ad I Ever Wrote.” 

She said, “This display was used in 
a large window on the Monroe Street 
side of our building where hundreds of 
people are passing daily. That many 
a mickle makes a muckle was illustrated 
by nickels on a path leading up to the 
sort of comfortable cottage that every- 
one longs to own. The very first morn- 
ing that the display was shown, a woman 
came in and opened an account and said 
the nickels had proved to her that it 
was worth while to save even so small 
a coin. 

“Young and old stopped to peer into 
the cottage and many who stopped to 
look smiled. From this window display 
we traced directly more than 350 
savings accounts.” 

The Mississippi Valley Trust Com- 
pany of St. Louis operated a window 
display recently which blocked the 
pavement in front of the bank, because 
no one would pass it without stopping 
and no one would leave it under three 
minutes. 


It was a miniature moving picture 
theatre, plainly visible even when sun- 
light struck the window and showing 
five one-minute plays. It was operated 
by means of an automatic projector 
with non-inflammable films, reversed in 


_—_—_— 


such a way that the picture was thrown 
through the sereen from behind instead 
of against it from the front. The screen 
measured three feet wide by two feet 
high and a black tunnel from it to the 
plate glass window made the picture 
plain even against sunlight competi- 
tion. 

The trust company’s publicity man- 
ager had felt that most people would 
merely glance at the thing and had 
therefore made it possible to get a mes- 
sage of the bank’s name and its utility 
as a savings depository out of any 
given ten feet of film. There were 250 
feet altogether, and the program in- 
cluded five stories, if we can call them 
that. 

The one which created the most in- 
terest started at the very point where 
the on-looker was standing. It showed 
a man passing the trust company, pull- 
ing out his handkerchief and dropping 
his roll unnoticed to the pavement. The 
pedestrian behind him picked up the 
roll, returned it to its owner, received 
his thanks, pulled out his own roll, 
looked at the bank and turned to enter. 
He was then shown inside the savings 
department, being greeted by the man 
in uniform, being introduced to the 
manager and opening a savings account. 

This daylight movie stopped and held 
so many people that some of the officers 
were worried. It looked like a run on 
the bank. So the display was altered 
in such a way that only a thin line of 
people three feet wide and extending 
across the sidewalk into the gutter could 
see the pictures. Then it stopped look- 
ing like a run and began to look like 
a bread line or a line at a_teller’s 
window. I have seen people stand for 
ten minutes waiting for a chance to get 
into the zone of visibility. 

New Yorkers are notoriously blase 
and hard to deflect from their headlong 
course along the streets. But the East 
River Savings Institution stops thou- 
sands of them every day by a series of 
photographs which are displayed in a 
shallow show case set against their 
building at Broadway and Reade Street. 
The pictures form a series about 20 
feet long and show two lives whieh 
started exactly alike and ended very 
differently due to the fact that one man 
saved (presumably with the East River) 
and the other man didn’t. 

All suecessful window displays seem 
based on three ideas: 

First, people can’t help stopping to 
look at anything that moves. This 
movement may be earried out mechan- 
ically, suggested by flashing electric 
lights or put over by means of progres- 
sive pictures. 

Second, the ordinary man or woman 
will stare at money like a bullfrog at 
a lantern. 

Third, miniatures seem irresistibly at- 
tractive, whether they be miniature 
people, miniature houses, miniature in- 
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dustrial plants or what not. 

As to what may be advertised in the 
windows, there seems to be no reason to 
stop at savings, except that the savings 
appeal is universal, and you can eash in 
with it 100 per cent on the attention you 
ereate. The last time I was in St. Louis 
I saw a very attractive display offering 
publie utility bonds and showing a 
miniature -electrie plant and miniature 
street railway in full operation. 

The- Citizens Trust 
Cleveland effectively advertised 
commercial department by 
various industries which they 
serving or wanted to serve. 

Effective safe deposit displays might 
show boxes, keys and either photo- 
graphs, or miniatures of the vaults and 
coupon room. 

Putting the trust department into 
the windows is always going to be 
harder, but even that is far from im- 
possible. Pictures or actual exhibits of 
quaint old wills would be sure to attract 
attention. Uah’s will could be shown 
in replica as it was found on a papyrus 
roll. Wills in the form of Babylonian 
bricks, the will that a soldier deseribed 
on his identification dise, George Wash- 
ington’s will and those of other 
characters, all these 
effectively. 

As to the amount that ought to be 
appropriated to window display, it is 
impossible to lay down any hard and 
fast rules, for it depends primarily on 
the circulation, as indicated above. I 
should say that any bank on a busy 
corner ought to spend not less than $100 
a month on this kind of advertising, and 
could spend a great deal more, 
omieally. 

While the new business manager is 
thinking about window displays, he 
should include the consideration of the 
inside of the bank as an opportunity 
for circulating advertising matter 

Signs inside the bank are primarily 
for the eustomer’s convenience, and I 
think it a mistake to clutter up the 
floor, walls and cages with too much 
advertising matter. 

However, special exhibits of farm 
products and farm processes have at- 
tracted hundreds into the 
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famous 


could be shown 


econ- 


lobbies of 


country banks. For example, one 
county seat bank established a _prize- 
winning Jersey cow as the guest of 


the bank and she acted as hostess for 
a continuous reception which lasted a 
whole week, and attracted depositors 
and prospective depositors from all 
over the surrounding country. She was 
a living, breathing argument for better 
business methods on the part of that 


bank’s clientele. All around her were 
exhibits and arguments in favor of 


more attention to dairies. She was the 
concrete example on which the bank 
could base a constructive offer to assist 
farmers in establishing dairies. Through 
her, the banker did what so many 
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Poto’ IN Persia 
600 B. C. 
From a painting 
found in the palace 
of the King of 
Oudh 


Perhaps you will visit far-away Persia 
where Polo was originated; or the famous 


haunts of modern polo lovers — 


- Ancient CAIRO 


HEREVER you go—next to 

your ticket and your passport the 
most important thing you take away 
with you is your letter of credit. It can 
smooth the way, eliminate bother and 
annoyance and contribute materially to 
your enjoyment. 


If you carry a Seaboard Checkbook — 
Letter of Credit, you will not need to 
wait your turn in banks abroad while 
drafts printed in foreign languages are 
prepared for your signature. This new 
form of travel money not only saves 
tedious delays but is safe to carry. 


With a Seaboard Checkbook — Letter 
of Credit, you simply walk up to the 
teller’s window, sign and tear off a check 
in the usual manner, and instantly get 
your money in thousands of banks — 


- Our own CAMDEN or sunny CALIFORNIA 


the world over. It makes no difference 
whether you choose Persia, France ot 
Florida for your outing, Seaboard cor- 
respondent banks will instantly honor 
your signature, 


Call at any of our offices and you can 
secure a supply of this popular new 
form of travelers’ currency in whatev er 
amount you need. 





THE SEABOARD NATIONAL BANK 


OF THE CITY OF NEW YORK 


Mercantile Branch 


Uptown Branch 








115 BROADWAY | Main Ofice | 20 EAST-4sth STREET 
at Cedar Street tk BROAD and BEAVER STREETS near Madison Avenue 
country bankers are doing today—~ assistant advertising managers and call 


brought more real money into the 
_pockets of his clients and made it 
certain that this money would show in 
the resources of his bank. 

If I were a country banker, and 
searcely a day passes without my wish- 
ing that I were, I would make educa- 
tional exhibits of this kind a regular 
feature of my window and lobby dis- 
plays. I would appoint the County 
Farm Agent, the State Agricultural 
Department, the State Agricultural 
College, the Congressman from my dis- 
trict and the Senator from my state 
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on them confidently to help me bring 
money to my county through improved 
agricultural methods. 

The automobile has created a situation 
where farmers come to town almost as 
often as city people come to the shop- 
ping district and it ought to be pos- 
sible to create a situation where a visit 
to town is incomplete without a visit 
to your bank. Office facilities for 
farmers and rest rooms for their wives 
and children are proving to be splen- 
did investments for county seat banks. 

Here is a specimen letter sent by Mr. 


o 
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Samuel B. Russell, cashier of the Russell 
National Bank of Lewistown, Pa., to 
every farmer in Mifflin County: 

Dear Friend: ; 

After seventy-five years of service to 
Mifflin County, we know that we can help 
you make more money. 

We want to work for you and with you. 
Whether you deposit here or not, we want 
you to treat this bank as your business 
assistant in one or all of the following ways. 

(1) Come and see us when you are 
in Lewiston. Use our office as 
your own. 

(2) Phone us—at our expense—when 
you want to ask any question 
that a well-informed Lewistown 
business organization ought to 
be able to answer. 

(3) Get us to look up the record of 
any man or company——any- 
—where—that wants to sell any- 
thing to you or buy anything 
from you. 

(4) Tell us your plans for this year 
and next and let us suggest 
where banking service might fit 
into them. 

We are going to write you again from 
time to time, but we'd like to have an 
answer to this letter now. Tell us what you 
think of this bank and what you need that 
this bank might help you with. 

Yours very truly, 
SAMUEL B. RUSSELL 
Cashier 

Even the city banker, when he has a 
sufficiently spacious lobby, can hook his 
window displays up to lobby displays. 

Exhibits of new and ancient coins, 
exhibits of modern securities contrasted 
with antique notes and stock certificates 
and other exhibits along this line have 
been so productive that I think every 
bank has a use for a permanent show 
ease. 

If installed at all, this should class 
up with the rest of the bank’s equip- 
ment. When not in use for exhibits it 
ean be stocked with booklets, coin banks 
and the other things the bank is offering 
to customers. 

Neatly framed signs in each depart- 
ment should eall attention to the serv- 
ices of one or more of the others. Bond 
customers should be flagged for the 
trust and safe deposit departments, 
savings customers for the bond and 
foreign department, and so on. 

The oceupant of a_ safe deposit 


coupon room is in just the situation to 
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be reminded of wills and living trusts. 

All this inside and outside use of 
the bank’s building gives the new busi- 
ness manager an opportunity to take 
a practically free ride on a very costly 
investment. It is one item of this com- 
prehensive job—the job of making 
every basic excellence of his bank a real 
selling force. 


WHEN F. A. A. MEETS 
OCTOBER 14, 15, 16 


HE Financial Advertisers’ <Asso- 
ciation, in selecting Richmond, 


Virginia, as the place for their 1924 con- 
vention to be held October 14, 15, 16, 
has chosen a city whose appeal to mem- 
bers of this association searcely could 
be broader; for not only is there to be 
found in the Virginia capital everything 
that could be desired in the way of 
modern facilities, attractions and enter- 
prises directly associated with the life 
work of financial advertisers, but ad- 
vertising in America virtually started 
there as did American commercial rela- 
tions which in turn were followed by 
the early start of banking in this 
eountry. 

Captain John Smith, when he’ dis- 
covered the site of Richmond in 1607, 
initiated American advertising by 
setting up a signboard characterizing 
the location ‘None Such,” a deseription 
which at that time and even now is 
held to be well justified and which was 
put to practical use throughout England 
in raising bands of American colonists. 
And, while the practical advertising of 
Richmond had been started abroad im- 
inediately after its discovery, planned 
advertising of the community in Amer- 
ica did not follow until one hundred 
vears had elapsed and Col. William 
Byrd had initiated the Byrd lottery of 
Richmond lands. 





ANY important and unusual problems 

confront the banker in the construc- 

tion or remodeling of the bank building, in 

the investment of his funds in any bank 
building project. 

The cost of the service rendered by the 

Robert W. Hunt organization is only a 


small percentage of the value of the mate- 
rials and the value of the structure, and will save 
many delays and ensure the use of the best avail- 
able materials. 


May we serve you? 


ROBERT W. HUNT COMPANY 


General Offices 





ENGINEERS 
175 Jackson Boulevard 
CHICAGO, ILL. 


Offices in all principal cities 


Today, more than 300,000 annnaj 
visitors have carried to all sections of 
the country the story of Richmond's 
charm, beauty and hospitality; history 
that associates the city directly with 
every step of America’s progress; jts 
great industrial, commercial and finan- 
cial development that has marked it as 
one of the largest and most important 
Southern cities and the fact that many 
national conventions have found there 
so much to delight them that they have 
returned for second and third meetings, 


Located on James River at the head 
of Tidewater, where the waters rushing 
through miles of rocky falls produce 
unlimited industrial power before swell- 
ing the tidal currents which afford direct 
water communication with the sea, 
Richmond’s founders also laid out the 
city in the neck of a geographical bottle 
through which practically all Seaboard 
traffic, North and South, and imuch of 
the East-West traffic, naturally would 
pass. This accounts in some measure 
for the fact that six great trunkline 
railways center there and that several 
lines of steamers have it as a terminus. 

These facilities, which make Rich- 
mond easily accessible for convention 
visitors from all sections of the nation, 
also have assisted in the upbuilding of 
the city whose transportational assets 
were made possible and continue to 
prosper principally because of the great 
volume of shipping originating at Rieh- 
mond. The railroads directly connect 
the Virginia capital .with every im- 
portant area east of Chicago and, 
beeause of water-borne commerce, make 


possible advantageous freight rates. 
An 18-foot channel at mean low tide 
permits the operation of the direct 


Richmond—New York steamship line 
as well as river lines to Hampton Roads. 


Richmond recently led all American 
and Canadian cities in the increase of 
bank clearings. They have amounted 
to $3,050,000,000, constituting a ten- 
year gain of nearly 800 per cent; 
while the combined capital and surplus 
of banks doing a commercial business in 
this national reserve city amounts to 
$27,559,000.00. Deposits of these banks, 
as of April 1, 1924, total $122,538,- 
000.00, a ten-year gain of approximately 
270 per cent, while the combined re- 
sources have attained a total of $163,- 
551,000.00. 

Total resources of the Federal Re- 
serve Bank for the Fifth Distriet 
amount to $193,890,000. The paid-in 
capital amounts to $5,622,000 with a 
surplus of $11,030,000. A total gold 
reserve of $97,140,000 is held there and 
Federal Reserve notes in actual cireula- 
tion total $78,129,000. 


Work will be started early next year 
on the new $100,000 bank building for 
the Sonoma County National Bank, 
Petaluma, California. 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 





: 








m 


en 
til 


se 
or 
be 
née 


ar 
tin 











BANKERS MONTHLY for SEPTEMBER, 1924 





WHERE PREMIUMS MAY 
BE AT A DISCOUNT 


By Epwin Birp WILson 


CHROMO with each order,” was 

the “clincher” used by salesmen 
for a former generation to get business. 
A set of books with a subscription to a 
magazine was the accepted method of 
building up cireulation. Clothing stores 
would “give away” a watch and chain 
with each suit of clothes bought. 


Nowadays the enterprising merchant 
or publisher knows that people want, 
most of all, full value for their money 
in the goods they are purchasing—not 
a “chromo” thrown in to make up for 
possible deficient quality of the goods. 

Bankers often try to boost business 
by giving some premium, which is likely 
to be “discounted” by the customer. 

There are exceptions and I want to be 
entirely fair, while plain spoken and en- 
tirely truthful. 

It sometimes happens that a banking 
institution is so discriminating in the 
selection and distribution of premiums 
or souvenirs as to derive considerable 
benefit in good-will and to obtain some 
new business. 

Viewed purely as a good-will builder, 
an appropriate gift at an appropriate 
time to the right customer may be valu- 
able to a bank. It is a delicate matter, 
however, to discriminate as between ecus- 
tomers, and any discrimination is liable 
to eause bad-will instead of good-will. 
On the other hand it costs a lot of money 
to give to every customer and “prospect” 
a souvenir good enough to be ap- 
preciated. 


As a general rule, the same amount of 
money would obtain bigger results in 
good-will, prestige, confidence and new 
business if spent through the estab- 
lished mediums of advertising with copy 
that “sells” the bank to the public. 

When you come right down to funda- 
mentals, what gets a new customer for 
a bank? The belief on the part of the 
man or the woman that the bank has 
something he or she needs in the way 
of financial service and protection. 

What holds old customers? The be- 
lief that the bank is giving them as 
good financial service and protection, on 
as good terms, as they ean get else- 
where. 

Will the gift of a celluloid hobby- 
horse, or a leather thing-um-bob or a 
gilded calf confirm that belief? My 
judgment is that it will not. 

If you have to give a premium to 
get business, let it be “an extra measure 
of service.” No one will throw that into 
the waste basket or the ash can. 

I must confess that I am now carrying 
in my pocket two very nice leather 
letter cases, one received from a bank, 
the other from a publication, and that 
I find them very useful and am grate- 
ful to the donors. But I don’t do busi- 
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You must admit that a room of this size 
is, yet perfectly lighted from invisible sources, has 
National City Bank, Indianapolis, Ind. 


| The Advertising Advantages | 

1 of Concealed Lighting | 

. ANK lighting must first of all be efficient. Our 60 | 

years experience and thousands of bank installations 
have convinced us of that. | 

. But many of our installations of concealed lighting have > 
also convinced us of the advertising advantages it has for 
the bank. 

. Of late years many of our important contracts have come nl 
to us because of some work we have done in a competing 
bank. 

~ Our catolog lists hundreds of the banks for whom we have. | 
worked, besides showing many novel and practical instal- | 
lations. 
You are welcome to a copy. 
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ness at that bank, am not in a position 
to do so, and I don’t subscribe to nor 
advertise in that periodical. 

The average bank has so small an ap- 
propriation for advertising, compared 
with commercial advertising appropria- 
tions, that every dollar should be spent 
as efficiently as possible. 

The most efficient way to invest a 
bank advertising appropriation is to tell 
constantly the news of the bank’s use- 
fulness through the well tested, estab- 
lished mediums, such as newspapers, 
pamphlets, letters and car cards. That 
kind of advertising intelligently done 
will do more to get new customers and 
hold old ones than any irrelevant pre- 
miums that ean be afford. 


Edits Bank Magazines 

E. Chase, formerly in charge of the 
bank service department of the Amer- 
ican Bond and Mortgage Company of 
Chicago and New York, is now editing 
house organs for western banks. Prior 
to Miss Chase’ connection with the 
Americar Bond Company, she was with 
the Harvey Blodgett Company of St. 
Paul, Chicago, and New York, and 
previous to that was advertising man- 
ager of the State Bank and Trust Com- 
pany of Evanston, Ill. She is well 
known as a financial magazine writer. 


Miss Chase is infusing a new uni- 
formity into bank advertising, tying up 
the style of newspaper and window ad- 
vertising with house organ publicity. 
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VAULT WEAKNESSES THAT 
MUST BE OVERCOME 


Study of safes and vaults shows relative 
merits of time lock and key principles 
and how best to foil the veteran cracksman 


By FREDERICK P. HOLMES 


ene many years it was practicable 


to open vault doors held locked 
through failure of their mechanism, by 
the use of long instruments passed 


through a small hole in the vault wall, 
even at distance -from the bolt 
work. 


some 


This small opening could be made in 
much less time than would be required 
for the making of a man-hole; the value 
ot the work was lessened proportionally 


by this difference in time. Now, not 
intrequently, the combination locks, 
dogging devices and__ bolt-throwing 


mechanism and oceasionally the time 
lock as well, are protected against this 
sort of manipulation by complete cover- 
ings of heavy steel plates. This insures 
the full value of the wall, bringing it 
back to man-hole time. 

lock design, after running 
through a wide seale of changes, has 
returned to its first principles, that of 
a simple clock train, to be wound up 
the number of hours for which the vault 
should remain closed; and when those 
hours have expired, the movement trips 
a dogging device and releases the bolt- 
work. 


Time 


These locks have two, three and four 
separate movements, either one of which 
is capable of actuating the trip, but 
more than one is employed to prevent 
the lock-out that would oceur if only 
one were used and if that one should 
stop before unlocking. 

If a time lock expert were always 
within easy eall, two movements would 
be sufficient, but as that condition 
seldom exists, by using three, when one 
goes wrong, the door may be safely 
closed, with the other two running. 
The four movement lock is ultra-con- 
servatism plus an attractive advertis- 
ing feature. All properly mounted 
time locks are furnished with a resilient 
seating to protect them against damage 
from explosives. 

Combination locks, like timers, are 
so familiar to you that not much need 
be said about them. Their design also 
has seen many remarkable and ingenious 
phases, but also like the time lock, they 


58 


relieved of freakiness and 
and returned to the 
plan of accomplishing their 
funetion of revolving tumblers to line 
up gateing, automatically receive the 
fence and retract the bolt, and to pro- 
vide the least intricate and most con- 
venient ways to change their combina- 
tion numbers. 


have been 
complications 


simplest 


The highest elass of combination 
bank locks of all standard makes 


are unpickable; no matter what stories 
vou may have heard to the contrary. 
This statement pre-supposes, as a matter 
of course, that such locks must be in 
perfect condition. 

A skilled expert may sometimes feel 
out a combination by starting with the 
lock in the unlocked position, through 
the use of the dial only, not removing 
the back of the lock case, and this little 
known method has been misused to make 
it seem that a subsequent unlocking was 
a true picking. 

It should be unnecessary to caution 
bankers to keep the combination 
numbers secret, but it is surprising to 
see how carelessly many operate their 
dials in the presence of those who should 
have no knowledge of the numbers, 
and to realize how easy it would be to 
get the combination. 


Dial shields designed to prevent this 
are coming into wide use. The _ best 
designs do not particularly lengthen the 
operating time and their use should be 
considered wherever the danger of over- 
looking exists. 


One further word of caution. Prob- 
ably all mechanisms, even though 


properly designed for normal use, de- 
velop weaknesses if abused, and perhaps 
the weak spots most generally developed 
in combination locks are the driving 
pins that carry motion from one tumbler 
to another. If the lock is properly used 
these pins will maintain practically their 
original size for a life time, but if the 
dials are twirled rapidly and snapped 
backward and forward these pins oc- 


casionally break off or up-set and 
become smaller, resulting in an im- 


proper alignment of the gateing, and 








ultimately require either to be replaced 
or re-adjusted. 

No time is gained in setting up a 
combination by quick jerky movements 
of the dial; these are apt to spin the 
tumblers ahead of the correct setting 
and necessitate another trial. 

It is suggested that a sweeping arm 
motion ending with a slight additional 
wrist motion to give a complete revolu- 
tion each time the dial is grasped he 
practiced ; some operators become sO 
expert that they can give a full turn, 
almost to an exact number, 
stopping particularly to look. 

When locking do not whip the dial 
backward and  forward—nothing js 
gained by.the backward turn, and the 
combination is not so completely dis- 
tributed with the same amount of dial 
movement as if you make four or five 
complete revolutions in the locking di- 
rection. This is the surest and quickest 
way of effecting a complete upsetting 
of the numbers. You may safely leave 
your lock after this without turning the 
dial backward. 

There are three adjuncts to the vault 
entrance that are of late receiving at- 
tention in the matter of refinement of 
detail; the day-gate, foot-plate and 
lowering platform. The day-gate is 
being made structurally stronger and 
the locking mechanism and its protec- 
tion is being greatly improved. 


without 


Most of the older day-gates are weak 
to a point of being easily forced by the 
use of a substantial jimmy, and quite 
frequently the latch can be unlocked by 
a pen-knife introduced between the 
uprights, sometimes from the front, more 
frequently from behind. 

Modern design provides heavy con- 
struction, hinges that equal the strength 
of the gate, locks with heavy bolts pro- 
tected by full length striking sections 
both outside and inside, often doing 
away with the inside knob. 

Foot-plates are designed to entirely 
cover the door-sill, leaving no open trap 
at the sides where one’s foot may be 
caught, and in the heavier examples are 
counterweighted for easier operation. 

Lowering platforms, to provide 4 
level walkway into the vault are par 
ticularly desirable in combination with 
round doors where the rise from the 
office to the vault floor is rather con 
siderable, and their use is to be ree 
ommended as a convenience and as 4! 
advertising feature. 

Before speaking of the _ interior 
equipment of the vault it may be well 
to briefly review the auxiliary factor o 
electrie protection, without which, ™ 
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The Financial Division 
of the U. S. Chamber of Commerce held 


its annual convention in the huge Safe 
Deposit Vault of the Union Trust Com- 


pany of Cleveland, Ohio. 


Its 300 mem- 


bers were adequately accommodated. 


Complete vault and equipment by 


DIEBOLD SAFE & LOCK CO. 


Factory and General Offices 





my judgment, no vault should be con- 
sidered as complete. This is needed for 
a four-fold purpose—to insure that the 
structure is closed and locked at the 
proper time, to warn burglars that an 
alarm will be given if they attack the 
work, to give the alarm in case they do, 
and as good advertising. 

So late as 1858 there was nothing in 
general electrical use in the City of New 
York, except the instruments of the 
American Telegraph Company and that 
company was only ten years old. A 
year previous, in 1871, Augustus Pope 
of Boston interested Mr. E. H. Holmes 
of the same city in what was probably 
the first invention of an_ electrical 
burglar alarm, and which consisted in 
connecting the doors and windows of a 
dwelling with a vibratory bell operated 
by a battery. In those days aside from 
the telegraph, only electrical call-bells 
had been installed and those locally and 
upon rare occasions. 

Mr. Holmes bought the rights to the 
device, starting the second publie use 
of electrical apparatus. He had great 
diffeulty in selling this work, as people 
generally refused to believe that the 
opening of a window in one part of a 
house would ring a bell in another part. 
This he was finally able to demonstrate 
by showing a model of a house with his 
alarm system connected. 

At that time, the only insulated wire 
was that used for winding eleetro- 
magnets of telegraph instruments, and 
the step from that to what is now called 
bell-wire is interesting. Mr. Holmes 
was at that time a manufacturer of 
hoop-skirts and he conceived the idea 
of winding wire in the same manner 
that his hoop-skirt wire was covered. 
This was probably the first step leading 
to the present widespread insulating 
industry. After selling some of these 
burglar alarms in Boston, Mr. Holmes 
fame to New York in 1859 where he 
Was more successful in selling his alarm 
equipments. Hotel annunciators were 
brought out in the 60’s and these annun- 
tiators were soon adopted in connection 
with the burglar alarm system to in- 
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dicate the various doors and windows 
in an alarm-equipped building. 

The next step was to introduce an 
alarm-clock, the alarm mechanism of 
which operated an electrical contact 
instead of the usual gong, this turned 
the system on and off at pre-determined 
times. This was also probably the fore- 
runner of the present time-lock. 

In 1870 the first mereantile alarms 
were installed. Previously this system 
had been connected up only to private 
residences. The outside alarm bell now 
appears, and aside from refinements of 
installation, the system is fundamentally 
as it was then devised. 

The first central-office system was in- 
stalled in New York in 1872, at about 
which time safes were covered with an 
electrical panelling not so different from 
that now in use. Up to 1875, the system 
comprised plain cireuits. At that time, 
however, the so-called galvanometer- 
detector was used, and this today is, in 
one form or another, depended upon to 
show variations of current and prevent 
the cutting out of the protective system, 
and the eutting in of a false or duplicate 
resistance. 

The second central office system was 
installed in Boston and as a matter of 
history it is of interest that Alexander 
Graham Bell used the Boston burglar 
alarm wires for his earliest telephone 
experiments in Boston, the first of which 
was the connecting of two Boston banks 
to the Holmes Burglar Alarm office and 
there, through a most primitive switch- 
board, to each other. 

All wires connecting banks to a 
central office at this time were overhead. 
In 1886, in New York, they were placed 
underground, and from that time on 
great technical advance has been made 
in the refinements of the various systems. 
It is interesting to know that one of 
the very first vault eleetrie protection 
schemes was the bedding of electric 
wires in concrete, and this still is wide- 
spread practice. 

Bolt-contacts so-called were also one 
of the earliest devices. They were then 
made in the form of a plain make and 
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break push-button, operated by one of 
the bolts of the vault door. Today, bolt 
contacts still constitute ‘one of the 
major factors of all systems, but instead 
of being push-buttons, they have become 
extremely intricate series of resistance 
with multiple contacts, frequently up to 
a dozen or more, and whereas the earlier 
form could be tricked by the office boy, 
the present device is considered unbeat- 
able in practice, by the most expert 
electrician. ‘ 

As showing the magnitude of the 
electric protection business of today, 
those companies recognized by the In- 
surance Underwriters eomprise—Eleven 
Central Office Systems, Eighteen Local 
Mercantile Protection Companies and 
Seventeen Local Bank Protection Com- 
panies; the last operating alarm gongs, 
whistles and sirens attached to bank 
buildings. 

Practically all of these systems include 
hold-up alarm devices and connect with 
police stations wherever this is con- 
sidered desirable. 

The subject of vault ventilation has 
seldom received the atténtion whieh it 
The majority of the vaults 
in the country including, unfortunately, 
quite a number of the largest, have no. 
ventilating system but depend upon the 
doorways for fresh air, but such vaults 
frequently are decidedly uncomfortable 
places, beeause much of the heat from 
the electric lamps stays in the vault. 
As a matter of fact, perhaps the greatest 
reason for installing a ventilating system 
is to take away this heat as rapidly as 
it is generated. There are many ways 
of doing this; one of the best places 
the door in a plenum or 
pressure chamber, into whieh the air 
from the building ventilating system 
is foreed under pressure, and from 
which it passes through the emergency 
door into the vault, is passed through a 
conduit system, liberated at the ends of 
the aisles between the boxes, and finds 
its way out through the main door. 
Even with sueh a system the use of in- 
side so-called mixing-fans is desirable, 
in order that customers may feel a 
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slight movement of air. 

Another method consists in bringing 
the air into the vault through conduits 
located underneath the foot-plates of 
the entrance doors; these doors being 
made deeper than ordinary and fitted 
with lowering platforms. The inside 
distribution and liberation of the air is 
the same as just noted. 
it is desirable to 


In such cases 
install an exhaust 
register in the ceiling of the room directly 
in front of the vault door to pick up 
the air as it comes from the vault, and 
discharge it along with the exhaust air 


of the building, to prevent its being 
mixed with the air of the office. 
Still another and suecessful scheme 


uses a blower located between two sec- 
tions of a vault, to draw the air in at 
one entrance door, pick it up at the end 
of the aisles, force it into the next com- 
partment, liberating it there also at the 
ends of the aisles and foreing it out 
through the other door. 

In such eases it is customary to so 
arrange the wiring that the fans start 
and stop automatically upon the open- 
ing and closing of the vault doors. 

Where vaults are unusually large, it 
is becoming the custom to use a double 
system of ventilation, a combination of 
pressure and exhaust, both operating 
within the vault and under such condi- 
tions that practically none of the air 
leaves the vault except by way of the 
return conduits. 


these modern 
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been 


Even 
has 


systems it 
necessary to supply 
many more changes of air per hour in 
a vault than in a room, because so much 
heat is given off by electric lamps, plus, 
of course, a not ineonsiderable amount 
from the people in the vault. 

While upon the subject of air, a brief 
mention -may be made of the question 
so often asked in the last few years: 
“How long would a man live if he were 
locked in a vault?” This ean be an- 
swered within reasonably definite limits. 

To quote in part from a letter that 
I wrote in 1923: 

“An average person at rest, vitiates 
one cubic foot of air by one per cent 
each minute; continued vitiation would 
not affect the breather perceptibly until 
it amounted to about three per cent, 
when he would be inclined to breathe 
more deeply. Five per cent would be 
very distinctly uncomfortable for any 
length of time, but consciousness would 
probably not be lost, short of eight or 
ten per cent. Whether this might mean 
death would probably depend upon the 
physical (and mental) condition of the 
victim. 

“Assuming six per cent as a reason- 
ably safe limit, ten eubic feet an hour 
will sustain life and a simple computa- 
tion upon the amount of free air space 
in any vault will be your reply. For 
instance, a vault with free air ten feet 
by twenty feet by eight feet, based upon 
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experiments covering a short period, 
should last a person for about a week. 
This, however, would probably not be 
the actual case, because adventitious con- 
ditions must not be overlooked. 

“Heat from the body of a person in 
a small vault, and lights in any vault, 
will add materially to discomfort and 
reduce one’s resistance. Psyechie condi- 
tions would 


unquestionably add ma- 
terially to this reduction; these are of 
course personal equations, and the 
degrees would seem to be limitless; 


enough however, has been deduced to 
disprove the popular belief that one 
easily suffocates in a closed compart- 
ment.” 

The electrical equipment of a good 
sized, modern vault, is more extensive 
than the layman realizes. It would take 
too long to give you a detailed descrip- 
tion, but a few of the major items should 
be mentioned. 
customary to 


For many years it was 
bring current into the 
vault through the doorway by means 
of a flexible cord. 
nuisance. 


This was always a 
It frequently became eut and 
fuses were blown by neglect to take it 
down before closing the door, and in 
connection with safe deposit vaults, it 
became a positive menace, because of 
the with which it could be torn 
down and the vault thrown into dark- 
ness. 


ease 


So for 30 years or more, it has 
been customary to build the electrie feed 
wires into and through the vault con- 
struction and if this is properly done, 
the work is not weakened. The wires 
should start at least accessible 
point, for instance under the bottom 
and directly over some foundation bear- 
ing point, and then be led in various 
ways to the inside; frequently long 
stretches of wires are zigzagged through 
the vault sections. Occasionally one or 
more wires will fail, but spares are in- 
stalled to take care of such a condition. 

These feeds are divided into several 
systems by the usual electrie panel board, 
located either inside or outside of the 
vault, and are designed to eare for 
general electric lighting system, plug 
outlets for portable lamps, heavy pres- 
sure fans for ventilating, light open 
fans, messenger call buttons, emergency 
signals for the guards, electric protec- 
tion and the emergency lighting system. 

Perhaps this last item is the only one 
that needs a little explanation as it has 
not as yet come into any very broad 
use. 


some 


It consists of a complete low tension 
lighting system to take the place of the 
regular high tension system in case of 
failure of the main lighting current. 
This tension system is normally 
“off,” but is automatically thrown “on” 
in the event of failure of the high ten- 
sion current and automatically thrown 
“off” again when the main system comes 
“on.” 

This emergency system must depend 


low 


upon storage batteries; it represents 
another of the refinements of modern 
installations. 

Continuous-burning lamps in ecombi- 
nation with a telephone and unlocking 
device are being pretty generally jn. 
stalled in new work, to permit the release 
of a person accidentally locked in. This 
condition, you all know, has happened 
several times, with some serious results, 

If one is locked in a vault which has 
this equipment, the night light guides 
him to a telephone where he finds a 
*phone list of officers who have the 
combination, and also a handle or push- 
button by which he may unlock the time 
lock; full instructions are given upon 
a card and he knows that he has only to 
wait until the arrival of the officers, 
when the door will be opened; as the 
emergency unlocking device does not 
disturb the windings of the movements, 
the time-lock can be instantly re-set and 
the door closed and locked without any 
complications. 

Referring to the control of the main 
lighting system, a two-pole push-button 
switch may be used for a small vault 
or a remote control button for heavy 
automaties, where the vault is large, 
but they should be so located as to be 
inaccessible to the public, otherwise the 
lighting system may be thrown “off” 
maliciously, and the vault held in dark- 
ness, because the emergency system will 
not, under those conditions, come into 
play. An even better method of con- 
trolling the main lights is by the use of 
a key-operated switch. 

Pilot-lights should be loeated behind 
the switchplates, to burn when the main 
lighting system is “on” and_ insure 
against the burning of the lights at 
night. 

The question of standard sizes for 
safe deposit boxes vitally affects the 
future of your business, the basis 
of which is the rental of cubic 
space. Each of the three dimensions 
of that space should bear a direct and 
close relation to the size of the items 
to be stored, and the total space of each 
compartment should also be carefully 
adjusted to the rental prices of all other 
compartments. This adjustment may 
be properly influenced by the recogn- 
ized value of wholesaling practice and 
perhaps by location. 

The demonstration of existing rental 
inequalities, can be easily demonstrated 
at most vaults by a simple graph. 

Let the base line represent zero 
and let each of a series of horizontal 
or parallel lines drawn above, represent 
a unit of rental space; erect ordinates 
to represent the price of each box and 
space them at proper proportionate 
distances. Mark on each ordinate at 
the crossing of the horizontal line whieh 
represents its space, and connect all 
of the crossings to get your curve. 
Few vaults would show anything eve! 
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approximating a curve, it would more 
likely look like a streak of lightning. 

This is caused by several factors. 
In years past little attention was paid 
to a proper proportion of sizes for 
either a single box or its relation to 
other boxes. Rentals were started in a 
rather arbitrary way and complicated 
competitive factors were major govern- 
ing influences. These adverse condi- 
tions have been earried along year after 
vear with some, although apparently 
slight, betterment. Their cure is your 
job. 

One of the greatest and most diffieult 
of all questions relating to the safe 
deposit business lies in the matter of 
safe deposit box locks. This matter 
might be the subject of a good part of 
an evening’s talk. Only a few of the | 
larger factors can be touched upon | 
here. 

Even under best conditions, this is 
the weakest link in the two chains of 
equipment and administration. 

These locks are not designed nor in- 
tended to withstand the application of 
much physical foree, although the 
market affords supplementary devices 
for backing up and strengthening the 
locks and also for automatically re-lock- 
ing the door by means of a supple- 
mentary bolt if the lock is foreed, but 
none of them afford much physical re- 
sistance. 

Safe deposit locks are among the 
most secure of any lock made today, 
and no one but a real expert can pick 
them. Even such a man would need 
plenty of time. Such an opportunity 
of course, is entirely out of the question 
in any properly guarded structure. 

The great danger lies, of course in 
the handling of the key. Duplications 
due to careless cutting, mistakes in 
factory key-record books, the purchase 
of used boxes or the bringing in of 
rented boxes as a result of the combin- 
ing of companies, the making of du- 
plieate keys by renters and the not 
unknown surreptitious duplication by 
dishonest employees, are only some of 
the reasons for this weakness. 

The introduction of the changeable- 
key lock has helped, but not cured, 
the situation. Indeed a study of the 
possibilities along the line of ways and 
means of getting the better of any key 
system, seems to point to but one con- 
clusion: it will always be possible to 
beat the key lock. This does not at all 
mean that you are likely to have trouble. 
When one considers the hundreds of 
thousands of safe deposit boxes in use, 
and that this use dates back, of course 
with lessening number, for half a 
century, one is amazed, considering the 
opportunity for trouble, that so little 
has occurred. 
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Contract has been awarded for altera- 
tions that are to be made to the Dime 
Savings Bank, Somerville, New Jersey. 
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Marvin Carr Building of Durham Hosiery Mills 


“The Test of Strength” 


ACK of the Durham Hosiery claim 
that it is “Made strongest where the 
wear is hardest,” is the accumulated ex- 
perience of three generations of hosiery 
manufacturers and a group of loyal 
workers in its several mills. 


With such ideals of service to the wearer, 
it is small wonder that the Durham 
Hosiery Mills have grown from the mod- 
est beginnings of their illustrious founder 
to the present proportions required to 
meet a strong national demand. 


For eleven years we have been participa- 
ting in the growth and development of 
this group of mills, through an engineer- 
ing organization trained in the design and 
planning of textile and allied industrial 
establishments. 


At least one of these new and revised 
editions of our books will interest you— 
write us which one. 


“Picks to the Minute” —a short treatise on 
textile plants, their design and operation. 


“Contentment Under Roof”—A review 
of some facts on the economical con- 
struction and results of industrial homes. 


“Factories for the Future”—an applica- 
tion of foresight to the design and layout 
of industrial plants. 


If you wish, a member of this organiza- 
tion will confer with you upon your own 
individual problems. This involves no 
obligation. 


J. E. SIRRINE & COMPANY 
Engineers 
Greenville 


South Carolina 
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Contract has been awarded for the The Citizens Bank of Lafavette, The First National Bank and the 
construction of a $65,000 bank building Tennessee, has increased its capital from Chino Savings Bank, Chino, California, 
for the National Bank of Rushville, 425,000 to $30,000. will erect a new bank building. There 


Indiana. eg 





will be two entrances to the new build- 
ee Formal opening of the new quarters ing. Both fronts will be faced with 

Construction on the new Federal of the Pendleton Banking Company, — stone, with arches and large windows. 
Reserve Bank building at Third and Pendleton, Indiana, was held recently. 











Louisiana Streets, Little Rock, Arkan- aa The First National Bank and _ the 
sas, is progressing rapidly, and the build- Contract has been awarded for the Citizens National Bank of Chevenne, 
ing will be ready for oceupaney by erection of the new bank building for the Wyoming, with deposits of approx- 
November 1. Mifilin County National Bank, Lewis- imately $6,200,000, closed recently, 
—- town, Pennsylvania. a 
Contract has been awarded for the —__—— The First National Bank, Calumet 
erection of an addition to the Danvers The Citizens Bank of Drakesboro, City, Illinois, has been incorporated 
National Bank building on Central Kentucky, is preparing to erect a new for $100,000 with a paid in surplus of 
Avenue, Danvers, Massachusetts. banking home. $10,000. It will be situated in a $100,- 
one = 000 building to be erected at 154th 
The Astoria Savings Bank, Astoria, About $250,000 will be invested in Street and Wentworth Avenue. The 


Oregon, opened for business recently enlarging and remodeling the interior incorporators are Paul M. Kamdradt, 
in its new $200,000 home on the site and exterior of the Schiff Trust and L. C. Kawalski, Chas. Mever and Martin 
of the former bank structure. Savings Bank of Chieago. Finneran. 
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Bandur Motor Sales Building, Chicago Koenigsberg & Weisfeld, Architects 


Terra Cotta whether used alone or combined with other 
materials gives complete harmony and unity to any architec- 
tural effect. The name Midland always insures highest quality. 


~ Midland Terra Cotta Company 


105 West Monroe Street,. Chicago, Illinois 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 
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Dakland Bank, Oakland, California, is designed for maximum efficiency. Officers’ quarters are 


b e 
Modern oo re appliances are installed throughout the bank in order to give quick and satisfactory service. 


ENCLOSING THE MACHINERY IN 
A SOUND-PROOF ROOM 


How the new building of California bank 
was designed to smooth out the routine 
work and co-ordinate all the departments 


OMPLETION of the $1,000,000 
home of The Oakland Bank of 
Oakland, California, was celebrated 


June 28. 

Erection of the 18 story addition to 
the bank and installation of modern 
equipment and vaults took almost two 
years. 

Members of The Oakland Bank Club, 
composed of employes of the bank, ex- 
plained details of banking to visitors. 
A musical program featuring a local 
orchestra was part of the entertainment. 

The new quarters have been pro- 
nounced one of the finest west of 
Chicago. Banking rooms on the main 
floor cover a space 150 feet on Twelfth 
street and 100 feet on Broadway. The 
entire basement is given over to three 
vaults, and the third floor of the build- 
ing is occupied by the operating de- 
partments. The bank now has floor 
space equal to the area of one city 
block. 
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By GERALD H. BRADFORD 


Arrangement of the main banking 
floor is such as to give the maximum 
service with the greatest efficiency. 

Entrance to the main banking floor 
is by means of a classical pillared 
portal. An inner vestibule protects the 
interior of the bank from gusts of wind 
in cold weather, permitting an even, 
comfortable, working temperature to 
be maintained throughout the entire 
main banking rooms. 

A glance at the main banking room 
instantly impresses one with the char- 
acter, stability: and beauty of the in- 
stitution. Great pillars of Travertine 
marble, counters of warm Italian marble, 
mahogany furnishings and fixtures 
blend into spacious dignity seldom seen 
in large business or banking quarters. 

Directly at the left of the entrance is 
the stairway leading to the safe de- 
posit vaults in the basement. On the 
left of the lobby is the office of pres- 
ident W. W. Garthwaite and an open 


office space for the president’s desk and 
those of the vice president J. Y. Eccles- 
ton and secretary J. A. Thompson. 

To the right of the entrance and 
along the Twelfth street side of the 
building is the commercial department. 
A consultation room is located in the 
corner of the building. Next to this is 
an open space which contains the desks 
of vice president A. W. Moore, cashier 
F. M. Edwards and assistant cashiers 
H. E. Jacobus and I. A. Morris, and 
credit manager H. J. Harding. 

The commercial loan, statement, and 
receiving and paying tellers’ cages are 
on the south side of the building, ex- 
tending to the rear. The rear central 
portion of the banking room is taken 
up by the collection, exchange and real 
estate loan departments. The trust de 
partment is located in the northeast 
corner of the building. 

The savings department occupies the 
entire north side of the banking rooms. 
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Here is located the Christmas savings 
department, the bond department, as 
well as all of the cages to handle the 
savings business. 

Offices of the department 
officials, assistant cashiers Samuel Berek 
and F. M. Cerini are at the extreme 
left of the lobby and directly connected 
with the savings cages. 

Entrance to both the and 
commercial departments is by means of 
passages behind the cages. 

On the third floor of the building is 
located the operating department inelud- 
ing auditors, bookkeepers, mailing room 
and interior tellers. 

Only about 35 per cent of the day’s 
business comes in over the counters. 
In the operating department are in- 
terior tellers who handle 65 per cent 
of the checks received, verifying them 
by customers’ duplicate signature cards. 

In the mailing room are modern mail- 
ing machines and racks for handling 
incoming and outgoing mail. 

An unusual feature of the bookkeep- 
ing room is the sound proof walls and 
ceilings. With a battery of adding 
machines in operation, experiments 
showed that the ears of workers were 
affected, consequently The Oakland 
Bank installed special felt in the walls 
and ceilings which practically elim- 
inates noise and adds ten years to the 
ears of the employes, according to bank 
officials. 

The latest models in check canceling 
and endorsing machines have been in- 
stalled in the operating department, as 
well as modern equipment for all manner 
of accounting and record keeping. 


savings 


savings 


The large public lobby is designed 
to provide commodious quarters for de- 
positors of the bank. Practically the 
entire floor in the forward part of the 
building is given over to publie lobby 
in order to expedite the handling of 
customers and to make their contact 
with the bank easy and pleasant. 


Vaults of The Oakland Bank, three in 
number, are massive structures of 
conerete and steel, especially designed 
to meet the needs of the institution. 

Steel work of the vaults was in- 
stalled after a new design was worked 
out by experts in vault building. This 
new design included the latest develop- 
ments in bank protection. All of the 
new vaults are fireproof, and earth- 
quake-proof. 

One vault for the storage of coin 
measures 20 by 51 feet and has walls, 
ceiling and floor of interwoven steel 
embedded in more than two feet of 
special concrete. This vault is lined 
throughout with steel and is equipped 
with erome steel doors. 

The safe deposit box vault and the 
package vault are 46 by 52 feet, con- 
structed of interwoven steel and con- 
crete with heavy steel plate lining. The 
safe deposit vault has a capacity of 


18,000 safe deposit boxes. The vault 
is built of 170 tons of steel and 600 
tons of conerete, which ealled for 3600 
sacks of cement in its construction. 

The cireular door giving entry to the 
safe deposit vault is seven feet in diam- 
eter and about two feet thick. It is 
made of crome steel and is the largest 
vault door west of Chicago. Twenty- 
four great sfeel bars, each bay over 
three inches in diameter, hold the door 
in place until the locks are released by 
three clocks. 

Adjoining the vault are 50 private 
booths and two large conference rooms 
with self locking doors. The locks are 
so arranged that the doors can be opened 
from the inside while oceupied but 
cannot be opened from the outside. 
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When the occupant leaves the booth, 
the door automatically locks, prevent- 
ing the disappearance of any valuables 
left behind by the safe deposit box 
holder. 

An employe of the department un- 
locks the door after the box holder 
departs and examines the booth for 
valuable papers, if any have been left 
behind. Lost articles if left in the 
booths are thus always recovered. 


A large lebby provide offices for em- 
been installed in the vaults as well as 
throughout the banking rooms. Dicta- 
graphs located in the walls of the vaults 
are so sensitive as to pick up the slightest 
noise and transmit it to police head- 
quarters and two other outside stations. 
Bank officials say that the dictagraphs 
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‘To GIVE an impression of substantial dignity 
and character three stories of MINNESOTA PEARL 
PINK GRANITE were used in the above bank. 
All the work was honed finish except the base which 


was polished 


The state seal, eagle and brackets 


were also carved out of the same granite. 


COLD SPRING GRANITE CO. Inc. 


Formerly Rockville Granite Co 
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are so sensitive that, if the dials on the 
vault doors were turned, the dictagraphs 
would pick up and transmit the sound 
of the lock tumblers in the doors. 

The safe deposit vault can be reached 
by a stairway at the left of the en- 
trance to the main banking floor or by 
means of a second stairway from the 
outer lobby of the main building. 

A large lobby provides offices for em 
ployes in charge of the safe deposit de- 
partment and splendid accommodations 
for the public. The lobby is finished in 
marble and mahogany. 

Installation of the most modern bank- 
ing equipment available has been made 
by The Oakland Bank in its remodeled 
quarters for the purpose of increasing 


the efficiency of 
service. 

In all departments, commercial, 
savings, trust, safe deposit and bonds, 
banking equipment has been designed 
to give speedy and accurate service. <A 
total of 79 motors and dynamos are 
used in operating the bank’s electrical 
machinery and office appliances. 


its complete banking 


One of the important new features is 
the unit system installed both in the 
commercial and savings departments. 
In the commercial department are five 
units with two tellers to each unit. 
This system does away with waiting in 
one line to make deposits and then 
standing in another line to make with- 
drawals. Tellers have fewer accounts 


to handle and ean therefore 
better and quicker service. 

Each unit in the savings department 
handles a large number of accounts, per. 
mitting the customer to deposit, with. 
draw, cash checks and have dividends 
entered by one teller with all records 
within three steps of the window. 

For the convenience of customers and 
the general public, the bank provides four 
conference rooms, two on the main 
banking floor and two others in the safe 
deposit vault section in the basement, 
One of the conference rooms is large 
enough to accommodate twenty people. 

By means of the telautograph, another 
innovation installed, the teller is jy 
instant communication with the _ book- 
keeping department and can immediately 
verify any question as to the condition 
of a depositor’s account. The telauto- 
graph makes a permanent record of all 
transactions between the teller and the 
bookkeeping department. 

The telautograph can be operated 
from eleven stations, one in the loan 
department, statement department and 
in all commercial units, exchange and 
collection department, the real estate 
loan department, and two in the book- 
keeping department. 

A constant change of pure fresh air 


render 


is maintained throughout the bank 
quarters by a modern ventilating 
system. An electric fan seven feet in 


diameter draws fresh air into a cooling 
and purifying system in the basement 
by means of air ducts located on the 
north side of the building sixty feet 
above the ground. 

The air is driven through a sheet of 
water from 120 nozzles, cleaning and 
purifying it. The air is then heated 
or cooled to the desired temperature 
and driven into the banking rooms 
through air shafts located about 20 feet 
above the floor. Air shafts at the floor 
line take the air out on the south side 
of the building. The ventilating system 
suplies a constant supply of fresh air 
for the vaults as well as for other bank- 
ing rooms. 


The Oakland Bank is a pioneer 


designing and developing banking 
equipment. Much of the banking fur 


niture and supplies in the new quarters 
have been designed by, and manufae- 
tured under the direction of men in the 
bank. 

To avoid the necessity of placing 
certain records in cases and _ putting 
them in the vaults at night, the bank 
designed special fire and water-prool 
cabinets for these records. At night, 
the tellers simply lock the cabinets. 

Cash transactions during the last 
twelve years were studied in both the 
commercial and savings departments ané 
from these studies, the sizes of racks, 
drawers, files and other equipment were 
determined. It was found that special 
coin racks were needed in the commer 
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cial department three times the size of 
those in the savings department. The 
type and size of desks for sorting checks, 
mail racks, interior drawer fittings for 
standard bank forms, stamps and cur- 
rency were determined by the bank—the 
specifie kind of equipment desired was 
then designed. 

A complete system of automatic tele- 
phones is another feature of the new 
building. This telephone permits any- 
one within the bank to get a number 
through the bank exchange or to call 
central direct, and is so arranged as to 
automatically locate an official who is 
in the bank but out of his own office. 

The bank has 22 outside trunk lines 
with 126 interior stations in the tele- 
phone system. Provisions have been 
made for a ten per cent increase each 
year. 

Another novel arrangement is waste- 
paper baskets with covers. This may 
seem strange to some, but officials of the 
bank point out that it is another pre- 
caution against loss of valuable papers 
which might accidentally drop into an 
open basket. Waste paper is kept in 
the bank for fourteen days before it is 
burned. If any valuable paper should 
be lost, there is plenty of time to 
recover it after the loss is discovered. 

In providing equipment for the bank, 
every effort has been made, bank officials 
explain, to bring all methods up to the 
highest standard in keeping with a com- 
plete banking service. 


Formal opening of the remodeled 
building of the Farmers and Merchants 
State Bank of Columbus Junction, Iowa 
was held recently. 


The First National Bank of Perkasie, 
Pennsylvania is now oceupying its new 
home. Its exterior is heavily faced with 
modeled granite stone, and the windows 
have arch headed steel sash. Entrance 
is gained through dark bronze doors 
flanked by bronze lamp posts, to a 
marble wainseoted lobby with the 
president’s office on the right and the 
ladies’ room on the left. Flanking the 
sides of the public space is a banking 
sereen of polished marble and bronze. 
On the mezzanine above the vault is 
the directors’ room with walls and rugs 
in soft tones and furnished with mahog- 
any furniture. From this room the 


entire banking floor can be seen at a 
glanee. 


Exeavation is under way for the new 
bank and office building to be erected 
for the Citizens Title and Trust Com- 
pany, Uniontown; Pennsylvania. 


The American State Bank of Detroit, 
Michigan, has let contract for altera- 
tions on the old Peter Smith building 
at Griswold and State Streets, which 
the bank will occupy after January 1, 
1925, 


An Individual Type of 
Bank Building 


HIS style of building, which is growing in 

popularity among bankers, is occupied 
entirely by the Rutherford National Bank of 
Rutherford, N. J. 


It was recently completed by us. 








This building is carried out in classic architecture 
—the lonic style—and occupies an important 
corner site in Rutherford. The exterior is of 
limestone and granite, with bronze grilles, 
windows and doors. 


Thomas M. James Company 


Bank Architects and Equipment Engineers 
3 Park St., Boston, Mass. 


342 Madison Ave., New York Fuller Bldg., Springfield, Mass. 
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Plan of main banking room of Meyer-Kiser Bank, showing how rather effective proportions were worked out for a building of long and relatively 


narrow proportions. 





In the basement of this bank are located not only the vaults and storage space, but the real estate and insurance departments. 


INDIANA 


BANK IN 


ATTRACTIVE HOME 


New building of 


Bank. 


Meyer-Kiser 


Indianapolis, is featured by modern equip- 
ment and furnishing in every department 


By J. FRANKLIN LEWIS 


‘TIXHE Hoosier State added another 

sightly bank to its already envi- 
able list of handsome structures when 
the Meyer-Kiser Bank Building, Indi- 
anapolis, was opened to the public on 
April: 26. Thousands of persons visited 
the building that day to witness the 
formal opening of the 12 story building. 
It has a 43 foot frontage on Washing- 
ton Street and a depth of 195 feet. 

Visitors at the bank found its lobby 
on the main floor to be one of unusual 
vista and attractiveness. Its long, 
narrow floor is of Tennessee marble 
surrounded by rails and cages of 
Tavernelle marble. Sixteen cages, 
eight to the side, line the main work- 
ing floor. The cages have gates of 
bronze and fronts of glass. A glimpse 
into them shows steel counters, movable 
files, and storage space covered with 
linoleum. An indirect lighting system 
and a device whereby the teller gates 
act as guards when open are features 
that the tellers point out. 

Looking toward the front of the main 
floor, the door to the president’s room 
can be seen. This room is furnished 
with American walnut furniture up- 
holstered with blue leather. Turkish 
rugs and blue brocade’ window drapes 
eatch the eye. An officers’ room, fin- 
ished in much the same style, adjoins 


68 


it. The new business, new savings ac- 
counts, and general information depart- 
ments, all in the front end of the main 
floor, are furnished in a similar manner. 





The bond department is in the rear 
of the floor. A marble railing encloses 
the desks of the officers. Adjoining the 
department is the assembly room in 
which a hbrary for the use of the bond 
department is located. 
the assembly room is a safely and con- 


And ad joining 


veniently equipped cashier and_ secur 


‘ ities cage behind which, separated by a 


counter-height file, is the clerical forces 
room in which one finds fire-proof and 
specially equipped safes, lockers, and 
private lavatories for employes of the 
department. 

Overhanging the entire main floor is 


a mezzanine and baleony where the 











Looking towards the entrance of the main banking room of the new building of the Meyer-Kis 
Bank, Indianapolis, on opening day. 
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Lincoln National Life Insurance Building, Ft. Wayne, Indiana 
Benjamin Wistar Morris, Architect 


Laying Foundations 
for Future Growth 


HE Lincoln National Life Insurance Company 
building in Ft. Wayne, Indiana, which is one of the 
most complete and beautiful insurance structures in the 
country, is constructed of Indiana Limestone. It is at 
present only three stories high, but has foundations for 
a fifteen-story building. 
| The wise selection of Indiana Limestone from among other 
materials assures the owners a building in which there will be 
no startling contrast between the appearance of the old and 
new sections when units are added. For the facilities of the 
Indiana Limestone industry are such that years hence the stone Detail of Entrance 
in the present building can be perfectly matched in color and 
quality for the new addition. 
This is just one of the many practical features which attract 
architects and builders to Indiana Limestone. Its use will, in 


*_* ~- . 4 
addition, lessen fire hazard, decrease insurance rates, and make “ iw Ne 
certain a structure of enduring beauty. ak = 
. eS 


The latest addition to the Indiana Limestone library, a booklet 
showing some of this country’s finest Indiana Limestone school 
buildings, will be sent free upon request. 








The Pyramids remain today 
as permanent evidence thut 
limestone is the world’s most 









. enduring building material. 
INDIANA LIMESTONE QUARRYMEN'S ASSOCIATION 
Box 733, Bedford, Indiana 
Service Bureaus in New York and Chicago 
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The NATION'S BUILDING STONE 
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Meyer-Kiser Corporation, confining its 
activities solely to financing of automo- 
biles on the payment plan, is located. 
The commercial bookkeepers of the 
banking department, the general book- 
keepers, the auditor, another set of at- 
tractive lockers and a rest room fur- 
nished with green wicker furniture for 
workers are on the mezzanine. 

The safe deposit department in the 
basement is reached by a wide marble 
stairway or elevator conveniently lo- 
eated near the main entrance. The 
vault contains at the present time 2,040 
boxes and has a eapacity of 5,000. Ten 
coupon booths, forming an impressive 
array, are designed to afford privacy 
and service to customers. Glass shelves 
in the booths are provided above and 
below with electric lights which enable 
one to readily observe any articles that 
may have dropped on the floor. An- 
nunciator buttons are installed in each 
booth to insure quick attention if ser- 
vice is desired from the custodian. The 
doors are protected by locking devices 
which enable the custodian to inspect 
each booth before another customer can 
enter. 

The rear end of the vault proper is 
used by the bank for securities and 
money. 


It is equipped with steel chests 
having combination locks and files. It 
also has steel garages which house over- 
night the trucks run from the eages on 
These trucks are low- 


the first floor. 





PEOPLES STATE BANK 
Wyandotte, Mich. 


ONE of the two bank buildings in 
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ered to the basement level by a special, 
small-sized, electric elevator. 

Beside the vault with all its modern 
and convenient services, the basement 
has other interesting features. In the 
rear of the floor there is a fire-proof 
record vault equipped with steel, roller 
bearing files and shelving for keeping 
abstracts, papers of all kinds, and other 
valuable data. A private Pullman din- 
ing room for the president, a locker 
room. for employes of the floor, a men’s 
rest room finished in mahogany, a 
women’s room finished in black and gold 
wicker, and an infirmary equipped with 
hospital beds and all necessary articles 
are found on the floor. The unusual 
thing about the directors’ room, also in 
the basement, is that it can be used 
freely by customers and employes of 
the bank for meeting purposes. Oil 
paintings of the president and vice 
president adorn it and it is easily ac- 
cessible without passage through the 
bank proper. The real estate, insurance 
and rental departments, each with pri- 
vate office for the manager, are also in 
the basement. 


The building has a  sub-basement, 
special features of which are a large 
storage vault to be used by customers 
for trunks, silver ware, and other valu- 
ables, an attractively furnished and 
equipped lunchroom for the use of em- 
ployes only, the building ventilating 


tions running to all parts of the build. 
ing, and locker space for tenants of the 
building. 

The entire building is lighted by ay 
indirect system. Acoustie plastering js 
used throughout the banking quarters ts 
eliminate much of the noise. Great 
speed in securing service for customers 
in any department is made possible by 
an automotie inside telephone system 
and by a chime system which can be 
heard throughout the building and js 
used by the telephone operator to ¢all 
officials not at their desk when wanted, 
All desks are equipped with a messenger 
eall button also. Three Lamson earriers 
permit handling of mail, checks, ete, 
between all three operating floors. A 
Stromberg electric clock, with the 
master in the basement and bronze 
clocks on the rail of the mezzanine floor 
and over the entrance to the bond de- 
partment, can be seen from all parts 
of the working floors. 

All files throughout the bank, where- 
ever possible, are made counter-height 
for use as desk or table space. Tellers’ 
cages and the bookkeepers’ desk are 
equipped with the telautograph system 
which makes it possible to get informa- 
tion quickly. 


The Bank of Worth, Worth, Missouri 
was recently re-opened after having 
been closed several months. The bank 


plant, a deep-driven well with connec- 


Wyandotte that we have design- 


has been completely re-organized. 








CARMICHAEL 


1438 First National Bank Building 


ed and are now building under our 
“ACTUAL COST” plus “FIXED 
FEE” plan, with guaranteed cost 
limit. 

Write us for information regarding 
building your bank. Expert advice. 


No obligation for consultation 


BOND-HUBBARD COMPANY 


Bank Builders 


Chicago, IIl. 


AND - - - 


MILLSPAUGH 





Architects and Engineers 
of Bank Buildings 


COLUMBUS . - OHIO 
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The New Home of the 


GREENVILLE BANKING & TRUST CO., JERSEY CITY, N. J. 







PLENTY OF LIGHT IN 
THIS NEW BUILDING 


Modern devices in a classic setting 
characterizes the new building of the 
Greenville Banking & Trust Company, 
Jersey City, New Jersey which officially 
opened recently. 

This banking home stands in the 
Greenville section of Jersey City, with 
a frontage of 54 ft. on Ocean Avenue 
and 115 ft. on Lembeck Avenue. Its 
height is 48 ft. above the curb. It is a 
daylight bank with large windows in all 
four walls. To make possible this ar- 
rangement, the company reserved a 
vacant strip 34 feet wide on the North, 
and a five foot passageway at the rear. 

Greek beauty and Roman strength, 
and all the requirements of a modern 
bank have been combined in its plans, 
Prepared by Alfred C. Bossom, of New 
York City, the architect. 
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The exterior is of cast cut granite 
with a base of polished Crotch Island 
granite. Graceful engaged Ionic 
columns on either side of the entrance 
in Ocean Avenue, also frame two mas- 
sive windows with Lupton steel sashes. 
Directly under these large windows are 
smaller ones protected by grilles of 
ornate pattern. Visitors enter the bank 
through a handsomely decorated ves- 
tibule. At the right is the office of the 
president; at the left a reception room. 

The public space is commodious, for 
it is 20 feet in width and 68 feet in 
length. Its floor is of Tennessee 
marble and the interior walls have a 
base of the same material. The bases 
of the three check desks in the middle 
of the room are of beautifully veined 
Botticini marble. 

The bank counters and screen also 
of polished Botticini marble have bronze 
grilles. When the weather is clouded 


ALFRED C. BOSSOM 


Bank Architect and Equipment Engineer 


680 Fifth Avenue NEW YORK 


there is abundant artificial lighting from . 
chandeliers of classie Greek design. 


On the left side is a window for 
women patrons, who reach it by a ecor- 
ridor reserved for their exclusive use 
and also leading to their special recep- 
tion room—the one at the left of the 
vestibule. 

Next is the Christmas Club Depart- 
ment. A large section is given to the 
savings division. The last compart- 
ment is for statements and special in- 
terest. 

Across the publie space the officials 
are located at desks in a railed area, 
where they are readily accessible for 
consultation. Then come the windows 
for the paying and receiving tellers. 


The Cole County Bank, Jefferson 
City, Missouri, is occupying its new 
home. 
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BANKERS 
the editors introduced 
the Question Box on Bank Building 
Constrution and Equipment, and in- 
vited their subseribers to make free use 
of this additional offered to 
them. 

The response was even more than was 
expected, indicating that the subseribers 
to the BANKERS MonTHLY appreciated 
the offered. The editors will 
appreciate the continued use of the 
service offered by the Question Box and 


the 


the last issue of 


be 
MonTHLy, 


service 


service 


trust that subscribers will find it of 
value to them. 
The editors wish to announce that 


the space available for the use of the 
Question Box may not enable them to 
answer every question in the issue 
following its receipt, but they wish to 
assure their subscribers that they will 
endeavor to publish the replies to each 
question just as soon after its receipt 
as possible. If the reader desires im- 
mediate reply to his question make 
special note of the fact, and if the 
answer cannot be published in the next 
issue, a reply will be made by mail and 
the answer published as soon thereafter 
as possible for the general information 
of all readers. 

The questions answered in this issue 
are varied and indicate several different 
types of questions which may prove 
interesting to our readers. 

1, QUESTION: What are _ the 
present -tendencies of the cost of build- 
ing? 

ANSWER: The cost of building at 
the present writing tends downward. 
This tendency appeared in April, but 
it did not assume a very decided down- 
ward trend until about the middle of 
May. This tendency appears to du- 
plicate a similar movement of about a 
year ago, although this year’s decline 
started about three months earlier. It 
is anticipated that this downward 
tendeney will continue for a_ slightly 
longer period. 

It is, of course, a fallacy to attempt 
to prophesy the amount of decline, as 
well as the period in which the low point 
will be reached, but the general feeling 
seems to be that the cost of building may 
reach a slightly lower point than was 
reached during the summer and fall of 
last year. It does not appear that the 
present decline in prices is due to any 
large or general price reduction, re- 
sembling more a seasonal decline. It 
seems that building is very likely to 
become most active in the late winter 
or early spring months, and that when 
the late spring is reached most of the 


QUESTION BOX 


On Bank Building Construction and Equipment 





building contemplated for the year has 
started; so that there is a relaxation 
on the part of the buyers of buildings 
to stop further buying, especially as 
the market in the past few years has 
been very sensitive to price rise and 
decline, so that it takes a comparatively 
small rise to stop the buying of build- 
ing construction. 

On the other hand, the market is just 
as sensitive in the opposite direction, 
and we Uo not look for a very decided 
decline in the cost of building at the 


present time as when the decline 
has gone down fifteen to twenty-five 
per cent. With money as easy as at 


present, buyers will become encouraged 
and new projects will be started. 

2. QUESTION: What are _ the 
salient points to consider in selecting 
electric passenger elevators? 

ANSWER: We assume that the 
questioner has definitely settled the loca- 
tion of the elevator in the building, and 
we trust that it is one convenient to all, 
as failure to properly locate an elevator 
is many times one of the prime causes 
for failure of the building. 

After the location has been deter- 
mined, the size of the car and speed 
requirements are of utmost importance 
and, with the question of the location of 
the car, determine the success or failure 
of the building. Such questions as the 
class of tenants, and whether or not the 
various floors are divided into large or 
small areas, assist in determining speed 
requirements. Of course, the height of 
the building also is an important point 
in deciding the spread of the car. In 
some cases a car in practically every 
trip will stop at nearly every floor and 
in other cases it may go by many floors 
without stopping. In the former ease 
nothing is gained with a high speed 
ear, and in the latter ease, as well as in 
the ease where express service is pro- 
vided, speed is an important item. 

After these points have been definitely 
settled, the majority of building owners 
will wish competitive estimates for 
their elevator equipment. They will 
wish first of all to obtain electric pas- 
senger elevators for the least cost and 
the greatest convenience and safety. It 
will early be found that the various 
elevator manufacturers have certain 
features in their particular apparatus 
which they will strongly stress. These 
are the prime selling points; points on 
which they believe, and would endeavor 
te convince the buyer to believe, that 
their apparatus is superior to any other. 
One of the first things, therefore, in 
obtaining competitive bids is to sort the 


chaff from the wheat, to determine the 
relative value of the various selling 
points; in other words to definitely 
settle whether the proposed installation, 
in order to provide the desired service, 
should have door inter-locks, miero. 
leveling apparatus, multi-voltage control, 
door opening and closing devices, signal 
devices, telephone connections, ete, 
One should also remember that. the 
low bid submitted will not ne essarily 


provide electric passenger elevator 
service at least cost nor greatest eon- 


venience and safety. One should con- 
sider carefully the reliability of the 
concern that installs the elevator, the 
reliability of the concern that mann- 
factures the apparatus, whether or not 
the manufacturer simply assembles 
parts which are manufactured by others, 
possibly in widely seattered sections of 
the country. A great deal of stress is 
always placed upon the service whieh 
the manufacturer of elevator apparatus 
"an provide, not only for the original 
installation of the apparatus, but also 
for its proper maintenance. All mechan- 
ical apparatus is subject to break down, 
no matter by whom it may be manu- 
factured, and considering the service 
which a manufacturer can provide and 
realizing that an owner of a building 
must maintain elevator service for his 
tenants, it is well to award a contract 
for electric passenger elevators, all 
things being equal, to that manufacturer 
who makes his own installation, who 
manufactures or carries in stock the 
various parts, and who does maintain 
adequate service facilities within a 
reasonable distance from the location of 
the proposed elevator, so that in case 
of breakdown of any part or any kind 
of difficulty in the operation of the 
elevator, that such part may be replaced 
within a very short notice, and_ the 
service offered the building owner's 
tenants thereby being interrupted for 
the least possible period of time. It 
is quite evident that the manufacturer 
may submit a low bid and from all view- 
points, excepting that of service, seem 
to provide highly desirable equipment, 
but in ease of breakdown, which mai 
lead to anything from one day to two 
weeks delay in completing the repairs, 
service may be interrupted to such an 
extent that the tenants become highly 
dissatisfied. Possibly he eannot pro- 
vide a damaged part. without ordering 
the same from some other manufacturer, 
which would lead to considerable delay 
and cause a very great and unnecessary 
expense. So that in selecting the 
elevator, an owner should consider not 
only the first cost of the installation 
and the service which the manufacturer 
may provide, but also possible future 
costs which may develop from imper- 
fect parts or improperly operating 
machinery. 

It would seem to be well, therefore, if 
an owner has not had considerable ex- 
perience with elevators, to employ an 
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WE ARE | 


Bank Architects 


We make a special study of each individual 
problem, 


We are experts in the mechanical equipment of a 
modern bank. 


We bring twenty years of experience to your 
problem in handling contracts aad contractors. 


We are your agent. 


STONY ISLAND 
TRUST & SAVINGS BANK 
Curcaco, ILt. 


NATIONAL 
BOND & MORTGAGE 
TRUST CO. OF ILL. 
Cuicaco, Itt. 


STOCKMEN’S 
TRUST & 
SAVINGS 

BANK 
CHICAGO, 
ILL. 





If you contemplate re- 
modeling or constructing 
a new building, let us give 
you our proposition. 


What Our Service 
Consists of 





1—Consultations, preliminary sketches, 
estimates of cost, including water 
color design of proposed building. 


2—Complete plans, specifications, full 
size details and awarding of con- 
tracts in conjunction, with owner. 


3—Complete superintendence. BOWMANVILLE NATIONAL BANK 


Curcaco, ILL. 


| W. GIBBONS UFFENDELL, Bané Architect 


39 S. STATE STREET, CHICAGO, ILL. 
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TWO BANK BUILDINGS NOW 
UNDER CONSTRUCTION 








FIRST NATIONAL BANK 


PLATTEVILLE, WISCONSIN 


FIRST NATIONAL BANK 
MEDFORD, WISCONSIN 


A. MOORMAN & CO. 


BANK BUILDERS 


DESIGN 


CONSTRUCTION 


EQUIPMENT 


ST. PAUL, MINN. 


architect or a consulting engineer who, 
from his experience, may select ‘the 
proper type of elevator, considering the 
manufacturer, who installs the apparatus 
which will carry passengers to the 
several floors of the building at least 
initial cost, least operating cost, and 
greatest convenience and safety; whose 
organization is strong and assured to 
provide the type of service which 
guarantees a complete and satisfactory 
installation, and having a type of 
service available to an owner’s tenants 
which guarantees a successful operation 
of the apparatus for at least the life 
of the building. 

3. QUESTION: Why do architects 
make use of the so-called “or equal” 





clause so frequently in preparing speci- 
fications for buildings? 

ANSWER: This is a question very 
much discussed by architects, engineers, 
contractors, and material men, in fact 
by all interested in building construc- 
tion. It is one of the most unsatisfac- 
tory terms which ean possibly be used 
in a specification, and there is not an 
architect who uses this term because 
he believes in its use. There is not an 
architect but would specify materials 
outright if conditions were such that 
he could do so. The reasons advanced 
by architects for being forced to use the 
“or equal” clause are many. In the 
first place many material men and manu- 
facturers do not have a definite price 


for their materials and in many cases jf 
an architect, not fully aware of the 
best prices for a particular material, 
specifies the material outright, the 
owner pays the top price. The arehj- 
tect, therefore, specifies what he wishes 
and adds the term “or equal,” believing 
that he will thereby obtain the lowest 
price on the particular material which 
he may desire. 

The term is very badly abused and 
taken advantage of by material men, 
manufacturers, and contractors, as well 
as building owners, or those who pay 
for the particular material. Many times 
architects specify certain materials out- 
right. Other manufacturers, whose 
material is not specified, but who are 
always looking for an opportunity to 
sell their materials, and in many cases 
their material may be fully equal to 
that particular, material specified, obtain 
very little satisfaction from the ar- 
chitect, after he has specified the 
material outright, and they go over the 
architect’s head to the owner. The 
owner, not being well versed in the 
subject, is often favorably impressed 
by the arguments and selling points 
advanced and demands that his architect 
allow the substitution. In many cases 
the substitution is not equal to that 
originally specified. The sales argu- 
ments, however, convince the owner 
just as strongly as though the materials 
were entirely equal, and he insists that 
the architect allow the substitution. 

Again, a specification is written call- 
ing for certain materials outright and 
not using the “or equal” clause. The 
contractors figuring the work, and pre 
paring their proposal for the owner, 
invite other manufacturers, material 
men, ete. to submit proposals in ae- 
cordance with the plans and specifica- 
tions. These material men or manu- 
facturers, knowing that they cannot 
submit proposals in accordance with 
the specifications, nevertheless submit 
a proposal to the contractor. These 
proposals being lower frequently than 
the particular material specified, place 
them in a rather awkward position. 
Under competitive conditions they feel 
that some of the contractors bidding on 
the work will use the lowest price and 
that they will be in what may seem an 
unfair position if they do not use the 
lowest bid. They, therefore, use the 
lowest price and submit proposals time 
and time again contrary to the specifica- 
tions of the architect, taking a chance 
that the architect and the owner will 
allow the substitution of the possibly 
inferior material for that specified. If 
the architect will not allow it, they will 
take it up with the owner and they will 
bring an unbelievable amount of 
pressure to bear on both the architect 
and the owner in an effort to make 
them change their decision and, 
eventually, in many cases at least, either 

(Continued on page 91) 
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HOW A SOUTHERN BANK 
AIDS THE FARMER 


By J. E. Turner 
President, Exchange 
Fitzgerald, 


Vice National Bank, 


Ga. 


ie the last few years, one of the 
biggest problems coming up for con- 
sideration in our bankers’ association 
has been agriculture and farming in- 
terests, as bankers and business men 
realize that the success of every enter- 
prise depends absolutely and always 
upon the success of the farmer. The 
progressive banker is thinking almost 
as much on the farmer’s problems as 
his own banking business. 

The system of County Agents, agri- 
cultural experts and agricultural college 
efforts have been stimulated by the 
banker more than any one else, and the 
presence of these agencies to assist the 
farmer in solving his problems is work- 
ing a great revolution on the farm. If 
these agencies work earlier 
there would now not be such a searcity 
of labor on the farm. 

Our own community may be taken 
as an example of what banker-farmer 
co-operation For instance, 
when the boll reached this sec- 
tion a few years ago, he paralyzed it 
almost completely. The banker knew 
he must act and he advised the farmers 
to diversify, to reduce cotton acreage, 
to enter the dairying business, the 
poultry business, to grow tobacco, grow 
peanuts, grow an abundance of food 
stuffs, which he had never done before, 
and as a result our farmers are begin- 
ning to feel that they ean get along 
without cotton which, heretofore, has 
been our main money crop. 

By the initiative of the banker, we 
have recently instituted a hatchery, 
which has put into use thousands of 
hens. We have shipped poultry ‘in 
carload quantities. We have built a 
creamery and the dairying business is 
increasing. We are growing, this year, 
the finest grade of bright leaf tobaeco 
grown in America; we are making 
profits out of peanuts; we are poisoning 
against the weevil and this year we will 
make a satisfactory cotton crop. We 
are shipping peaches this, our first year, 
in earload quantities and all this diver- 
sified effort is bringing in bright, new 


were at 


ean do. 


weevil 


money alongside of that which will 
eome to us from the old-time cotton 
crop. 
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HELPING TO STOCK 


OHIO'’S 


FARMS 


Findlay bank has long record of co-operation 
with agricultural interests and its experi- 
ence offers sound advice to the country banker 


By ETHEL SHAFER 


Publicity Manager, Buckeye-Commercial Savings Bank, Findlay, Ohio 


yeaa the value of pure bred 
stock, the Buckeye-Commercial 
Bank, Findlay, Ohio, many 
vears ago began financing farmers who 


Savings 


wished to purchase pure bred stock, 
and at frequent intervals had several 
ear loads of pure bred stock shipped in 
and distributed among the farmers, 
taking their notes at cost, on one year’s 


time without interest. We also pur- 
chased and sold at cost, hundreds of 
pure bred pigs over the county to 
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This enterprising Ohio bank is continually actiye in 


ways boosting better farming. Above are vie 


boys and girls, accepting their notes in 
payment. 
the youngsters alone, and we are proud 
to be able to say that we never lost a 
penny on them. Many of these boys 
and girls are still our customers. 

To-day, Haneock County has about 
175 farms on which are 100 per cent 
pure bred mules, horses, cows, cattle 
and even chickens, where before there 
were none. On nearly every farm there 
is more or less pure bred stock. 


These notes were signed by 
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moting boys’ and girls’ clubs and in other 


of the boys’ and girls’ club parade at thecounty 


fair, which reached around the half mile track. 
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To promote further interest, and in- 
crease the vield per acre of our corn 
jand, this bank originated and con- 
ducted a corn growing contest between 
Father and Son. This was a remark- 
able success in every Liberal 
prizes were offered and good-natured 
rivalry ran high. One our 
county, nearly 90 years old, entered 
this contest determined to He 
used a great deal of fertilizer and his 
corn grew to an unusual height, and 
he was much elated over his prospects, 
but a period of extreme hot and dry 
weather set in, and when this 
heat struck the roots of his corn it 
shriveled and died. The old farmer 
died with it. Nevertheless, 
many acres of corn, that vear, vielded 
over a hundred bushels to the acre, by 
actual weight. The old men 
some invaluable information 
boys in this contest. 

In 1918, when the supply of good 


way. 


farmer in 


Win. 


intense 


almost 


gained 


from the 


seed corn was very scarce, our Bank 
paid men to scour the country for 
fertile corn, and bought $10,000.00 


worth of seed, which we sold to the 
farmers, about twelve hundred of them, 
at first cost. One check given by the 
bank for seed corn, at this time, was for 
more than 5000 dollars, and was, we 
were told, then, the largest check given 
in the United States for seed corn. This 
seed corn proved to be fertile as better 
then 97 per cent of it grew. 

When we first started working with 
the farmers and striving to promote 
interest in agriculture, our county had 
no Farm Bureau or County Agent. 
Now we have a Farm Bureau, with a 
membership of nearly 1500 members, 
on a ten-dollar a year basis, with a 
county agent directing its various ac- 
tivities. Enos M. Rowe has been county 
agent, here, since the organization of 
our farm bureau, and since his coming 
we have endeavored to co-operate with 
him in every possible way. 

In 1921, we erected a building on the 
County Fair Grounds, for the use and 
benefit of Hancock County, but prin- 
cipally for the advancement of the 
agricultural interests. The building is 
of hollow-tile block, fireproof construe- 
tion, 70x125 feet. It contains rest 
rooms for men and women, a secretary’s 
office and a directors’ room. This 
building cost the bank more than 
10,009 dollars, and as far as we know, 
is the first building of its kind ever 
built on any County Fair Ground by a 
bank or dedicated to the advancement 
of agriculture. 

During the Fairs of 1921, 22 and 23, 
the Granges of our County, which are 
all wide-awake progressive organiza- 
tions had almost exclusive use of this 
building, for the display of the agri- 
cultural products of our County. Each 
Grange was allotted an equal amount of 
space in which to display their products. 
Everyone worked exceedingly hard, 


vigorous rivalry and hilarity pervaded 
the whole building, yet the spirit of 
amicable fellowship ruled = supreme. 
These exhibits were pronounced by con- 
noisseurs, familiar with displays of this 
nature all over the United States, to be 
peerless in every respect. 

Our bank was one of the first to pro- 
mote Boys’ and Girls’ Club Work. 
Some of our officers personally superin- 
tended this work in the beginning, and 
we offered $300.00 in prizes for a Boys’ 
and Girls’ Pig Growing and Fattening 
Contest, and then things began to 
happen. Our local merchants caught 
the idea, and fully duplicated our $300 
in prizes and their splendid co-operation 
hoosted the good work along. 
youngsters brought in pigs to the 
Fair that we were forced to 
rent two big tents to hold them. Our 
President, Ralph W. Moore, donned 
overalls and big rubber boots and stood 
in the rain and mud and superintended 
the weighing of the pigs, which had 
grown to be nice big fat hogs. Two 
big car loads were sold to a loeal shipper 
at a faney premium. These hogs 
brought an additional premium on the 
Buffalo market, and the future of this 
work was assured. 

At the present time, the Boys’ and 
Girls’ Club in this county has one of 
the largest memberships of any organ- 
ization of its kind in the world. For 
the past ten years, this bank has tried 
to keep the boys.and girls on the farm 
interested in farm work, and now we 
co-operate in every practicable way 
with C. M. Hampson, club leader, who 
has this work in charge. 

In 1922, at our County Fair, the 
Boys’ and Girls’ Club parade reached 
around our half-mile track. We fur- 
nished a Band and it was inspiring to 
see these boys and girls—the men and 
women of tomorrow—their faces alight 
with joy and enthusiasm, stepping 
around our old race track so lithesome 
and gay, keeping time to the music, and 
each group carrying an American Flag, 
presented by The Buckeve-Commercial 
Savings Bank. During the week of 
the Fair, these youngsters were our 
guests, and we furnished lemonade and 
ice cream free to them. They certainly 
showed their appreciation, all right, by 
devouring a ton of ice cream and 1200 
gallons of lemonade. 


So many 


County 


When we built our new home, we 


provided rooms suitable for the meet- 
ings of the business men, the farmers, 
grangers, and the Boys’ and Girls’ Clubs. 
We have a community room which will 
easily seat at least 300 people, and 
comfortable and beautifully appointed 
rest rooms for both men and women. 


John M. Sherman was elected pres- 
ident of the First National Bank, 
Fremont, Ohio, to sueeceed the late 
Charles G. Wilson. Mr. Sherman was 
vice president and manager. 
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Special 
Departments— 


are maintained by us for 
rendering special service to 
our correspondent banks. 


These include our Bond 
Department, Foreign De- 
partment, Travel Depart- 
ment, Department for the 
Safe Keeping of Securities 
and the Department of 
Banks. 


We will gladly serve you 
in any of these depart- 
ments. 
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Proposed issues, 
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PACIFIC NORTHWEST 
PRESS CLIPPING BUREAU 


Hinckley Bldg., SEATTLE, WASH. 





CHANGEABLE 


Bulletin Boards, Desk and Wall Cal- 
endars, Building Directories, Name 
plates. Bronze Signs and Tablets. 


Write for Folder 
DAVENPORT-TAYLOR MFG. CO. 


101 W. 42nd St 
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Chicago New York 
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FARM ADVICE THAT AIDS 
FARMER AND BANKER 


Troubles of the tillers of the soil floods them 
with blame and advice but the help of a good 
bank agricultural director is always welcome 


By C. A. LOVELL 


VERY time things go “wrong” in 

one of the major crop producing 
areas of this country a lot of folks 
rush into print and upon the platform 
to tell the farmers of these areas that 
they should be conducting their business 
in a different manner. 

When cotton was low in price, the 
cotton farmers were advised to try 
hogs, poultry—and a few other things. 
When corn took its long leap without 
a parachute about 1921, the corn 
farmers were told they should reduce 
the acreage very materially. Both corn 
and cotton are going good now, so the 
song this last year or two has been 
directed at wheat growers. “You 
fellows simply have got to quit raising 
so much wheat,” has been heard and 
read on every hand. 

Whatever a farmer is doing, it is 
always wrong when things don’t move 
flourishingly. It never seems to oceur 
to either the farmer or his advisers that 
he and not it may 
hauling. 


need some over- 


I see so much stuff, all tackling the 
agricultural problem from the same 
angle, that I sometimes the 
farmers don’t revolt against their ad- 
visers and tell the whole bunch to go 
jump in the lake. And yet, even the 
most short-sighted of the advice con- 
tains enough of truth that it is not 
right to condemn any of it without an 
examination. 


wonder 


The trouble—a large part of it at 
least—is to be found in the fact that 
everybody, farmers and _ non-farmers, 
lump all corn together, all 
wheat growers, all cotton growers, all 
cattle men, all sheep men, and so on. No 
attempt is made to consider that a 
farmer, every farmer, has individuality. 
He is a_ human 


growers 


being, sometimes 
perhaps he is a square peg in a round 
hole, and he is not a single entity in 
spite of the fact that some hundreds 
or thousands of him many be relying 
largely upon this, that or the other 
product. 

Bankers know, better than anybody 
else, that numerous farmers have gone 
afoul of the rocks that stud the finan- 
cial seas merely because they have not 
trimmed their sails aright, because they 
have not seen, or seeing have dis- 
regarded, the economic aids to naviga- 
tion. The corn farmers did grow too 
much corn a year or so back; the wheat 


farmers are still in the surplus boat. 
And, taken by and large, the men who 
grew corn or wheat last year are grow- 
ing the same crops this year. 

It is just plain foolishness to lay all 
the trouble at the door of any one or 
more or a dozen or so products. We 
must consider men as well. 

This does not mean that all of the 
efforts to bring about diversification are 
foolish. Diversification itself is mis- 
applied when it is attached to the 
thought that the crop best suited to a 
locality shall be discarded. 

When a farmer is growing too large 
an acreage of a single crop—not balan 
cing his farming in other words—there 
is some good reason. Trying to point 
out this reason, and to show bankers 
some of the factors that must be kept 
in mind in dealing with the individual 
farmer’s problems, is the purpose of this 
article. 

One of the reasons why a given farm 
is devoted in major part to a certain 
crop is climate. The man who would 
try to grow cotton in North Dakota 
wouldn’t be much of a loan risk. 
Rather, he would be all risk. By the 
same token, a farmer in North Carolina 
who would try to grow Marquis wheat 
would need the attention of an alienist. 

But climate is not the only deter- 
mining factor. Many farmers farm in 
a certain way because of their own in- 
clination; many change their farming 
methods from time to time as the result 
of the promptings of their own in- 
dividuality—their own temperament. 

Here is the way T. Webb, writing in 
The Farm Journal for June, summar- 
izes his opinion on this point: 

“From what I have seen and heard, 
it appears to me that the type of farm- 
ing that is carried on, on a given farm, 
is not so much the result of climate or 
soil as it is the age and temperament 
of the man who is running it. I know 
from my own ease that I often am 
tempted to throw out the well-established 
rotations and diversified products of 
Elmwood farm, and go in for some 
specialty that seems to offer the chance 
of bigger profits. 

“As I analyze it, that is because | 
um young and impatient, and I am 
ready to take the inereased risk of 
disaster for the chance of bigger profits. 

“Probably when I am older I will 
he better satisfied to stick to what we 


have. And on the other hand I may 


never outgrow the impulse to jump into 
apples, or asparagus, or ducks, or 
mushrooms, and ‘clean up’ in a fey 
years. 

“There are farmers who are perfectly 
satisfied to stick to the standard farm. 
ing type of their state and neighbor. 
hood, no doubt, and many more who 
are actually unhappy unless they are 
trving something different—diversifica- 
tion if they live in one-erop country, 
or some specialty if they are in diver. 
sified districts. As I said above, | 
believe it is a question of temperament 
and age.” 

As Webb wrote he was thinking 
largely of farmers who change. But 
he points out that the same influences 
which cause some men to change cause 
others to stick; and I want to go a 
step farther by saying that farmers of 
the one type or the other cannot be in- 
fluenced easily to adopt the course that 
does not appeal to them, the one they 
do not like. 








This youthful farmer is a member of a Boys’ 

and girls’ Pig Club. The training he receives 

in this way will make him a better farmer 
when he has a farm of his own. 


The banker needs to think of this 
factor of what the farmer likes when he 
attempts to bring about the adoption 
of better farming methods on the in- 
dividual farms of his community. Per- 
haps there are one or two other factors: 
but the matter of liking, temperament 
or adaptation is one that should not be 
lost sight of—just as the fact should 
be kept in mind that changing the farm 
practices of a community resolves itself 
into changing the practices on indi 
vidual farms. 

From this it can be seen that it is 
not altogether a proposition of one 
crop farming vs. diversified farming. 
The diversifier may make just as big 4 
failure as the one-crop man. One 


farmer may do well with—say hogs, tot 
example—while another farmer on ad- 
joining land may make a_ miserable 
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failure with the porkers. It would 
hardly be fair to eredit the hogs in the 
one ease, and blame them in the other. 

Temperament, using that word to 
symbolize both liking for a thing and 
adaptation to it, is therefore as big a 
factor in determining success as it is 
in determining whether a man will stay 
with one thing or jump from crop to 
erop. 

“What,” you 
with bankers?” 

Just this: The banker is the one 
man in every community who is in posi- 
tion to influence a farmer to adopt 
better methods. (I have used “a farmer” 
intentionally to indicate that this is an 
individual matter rather than the col- 
lective proposition it would seem if 
“the farmers” were written. ) 

And, when a banker sets out to in- 
fluence the adoption of better methods 
he ought to know beforehand where he 
is going to land, where his customers 
are going to land. If he disregards 
temperament it will be impossible for 
him to adapt his advice to the specific 
ease of the man to whom it 


ask, “has all this to do 


is being 


offered. The result may be far more 
of harm than of good. 
Bankers can do a vast amount of 


good by advocating diversification on 
certain farms, and perhaps in certain 
sectiond that are now devoted) over- 
whelmingly to single crops. They can 
do just as much harm by influencing a 
man to take up dairying (or some other 
brench of agriculture) when he is not 
suited to handle it. 

At the present moment great strides 
are being made in introducing cotton 
into the Panhandle of Texas, Western 
Oklahoma, and Eastern New Mexico. 
On the whole it is probably a good thing. 
soll weevil, the one great enemy of 
cotton, has not invaded the region. 
Much of the land has never been used 


for anything but grazing and therefore 


is virgin soil. Experiments have shown 
that cotton ean be grown there suceess- 
fully. 

But the wholesale introduction of a 
crop in this manner is certain to put 
some Texas, Oklahoma and New Mexico 
farmers into the business of growing 
cotton who know nothing about the 
technique. For some of these men the 
cotton enthusiasm is turn to 
bitter disappointment. 
matter of temperament and fitness for 
a given type of farming will have reas- 
serted itself, and the men who advocated 
cotton wil be linked alongside cotton 
itself in the resulting resentment. 

A good example of the recognition 
of the part played by temperament is 
to be found in the work of the Bankers 
Association of Reno County, Kansas, in 
fostering the boys and girls calf clubs. 
I have touched upon this work in earlier 
articles in these pages. 

The first thing that was done when 
a boy or girl made application to buy 
a calf and become a elub member was 


sure to 
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Union Stock Yards, Chicago 


to examine into the conditions of that 
hoy’s or girl’s home life. “Dad,” par- 
ticularly, was placed under the micro- 
scope, whether he realized it or not.. The 
very greatest care was taken that none 
of the tender, purebred dairy calves 
should get into the hands of a family 
where there was 
Katzenjammers. 


one or more rural 


The bankers knew, and if they didn’t 
know it they were told by the dairvmen 
who worked with them on the committee, 
that a purebred dairy animal is a sen- 
sitive organism. She is not necessarily 
delicate. That word implies lack of 
health. But she is a living machine, de- 
veloped to a high point for a special 
purpose, and she requires careful treat- 
ment, coupled with the right sort of 
proper feeding to produce the best 
results. 

Reno county bankers took eare that 
men who would not look after the calves 


( 





in the right way did not get them. No 
banker should ever counsel a farmer to 
take up a line of endeavor unless he is 
convinced the farmer knows how to go 
about it. 

It now becomes necessary to consider 
how the banker is to determine the 
things that coincide with a_ given 
farmer’s temperament and adaptation. 
That, of course, is the meat of the cocoa- 
nut, and like the nut it is surrounded 
by a shell of hard problems. 

It, again, is a matter of individuality. 
A matter of studying individuality. The 
farmer’s farm must be considered as 
well as the man himself. His family 
must be taken into account. That 
means getting out into the country, 
reading farm papers and bulletins to 
get ideas, talking with specialists, ete. 

The banker who would not go at least 
onee a year into the store or office of 

(Continued on page 89) 
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bank 
rather permanent investment fund might 


commercial should buy with this 


vary with circumstances, would 
differ 
the character of 


but they 
substantially from 


made by 


probably not 
investments 
trust 
surance companies. 


savings banks, companies, or in- 
The writer’s tent- 
is that bonds of from 
maturity would have 
profitable investments 
institutions during the last 
quarter eentury. This condition may 
change if interest rates fall generally 
in the next as they have risen in the 
past secular period, but there seems 
to be little justification in the practice 
adopted by some well known banks, of 
disposing of their bond purchases within 
sixty days, regardless of market condi- 
tions, for the purpose of 
liquidity of these assets. 
There is really no need to take 
speculative risks in buying long-term 
bonds. These often involve the banker 
in loss either of capital, if sold before 
inaturity, or interest, if held over 
periods when interest rates rise. The 
market is amply supplied with all kinds 
of short time securities serial maturities, 
and long term bonds nearing maturity 
—all selling near par and fluctuating 


ative conelusion 
five 
the 
for these 


one to years 


been most 


insuring 





WHEN THE BANKER PLANS 


HIS INVESTMENTS 


(Continued from page 11) 


their short life. With 
investments as these there would 


little 
such 


during 


seem to be no reason for the appearance 


of red figures on the bank’s bond ae- 


count. In the accounts of one bank 
recently examined long term bonds 
formed the bulk of investments and 


the item of was entirely 
absent. 

Another principle in investment 
policy which might prove profitable to 
commercial banks involves a_ violation 
of the traditional practice of paying 
off debts as soon as possible. A bank 
is supposed to finance its operations 
with its own resources, borrowing is a 
sign of weakness, and a stigma is at- 
tached to the institution which does not 
pay off its indebtedness to other banks 
at the earliest possible moment. This 
sentiment applies to bills payable and 


“acceptances” 


rediscounts at the Federal Reserve 
banks as well. If however, banks had 
gone into the investment market and 
purchased bonds in 1921 with the 
proceeds of their customers’ maturing 
loans they could have become owners 


of high grade bonds at their lowest 
prices and highest yields. They could 
have used further proceeds of cus- 
tomers’ repayments to pay off their 


Investment 
Securities 


LEE, HIGGINSON & CO. 


Established 1848 
Telephone Wabash 0440 


The Rookery 
Chicago 


New York 


HIGGINSON & CO., London 





Federal Reserve 1922. 
after the market in bonds had reached 
its peak, or they could have sold seeur- 
ities for this purpose at a_ profit 
Many banks did pursue this policy and 
found it highly profitable, since they 
received the benefit, not high 
prices when the bonds were sold later, 
but also enjoyed a high vield 
they were held. 


obligations in 


only ot 


while 


It may be objected that the Federal 
Reserve authorities would put a 
stop to the pratice of investing in secur- 
ities with funds which should ostensibly 
go to _ liquidate obligations whieh 
originated with rediscounts and _ bills 
payable. It is true that rediscounted 
paper must be replaced as it matures 
if the borrowing bank wishes to retain 
the funds it has, and the bank cannot 
borrow without eligible paper. This 
does not mean however, that banks 
could not employ this policy at least 
in part. ‘Nor does it appear that this 
policy- would be socially objectionable, 
sinee, if banks entered the bond market 
earlier in the period of depression 
bond prices. would recover faster, prices 
would be stabilized and extreme flue- 
tuations lessened. Furthermore, credit 
conditions would be eased, since funds 
paid by banks for bonds would even- 
tually come back to the banks as de 
posits and thus keep eredit in cireula- 
tion, instead of deflating credit through 
liquidation of federal reserve advances. 
It is altogether likely that credit con- 
traction would have been less vigorous 
and price decline less precipitant in 
1920 had this policy been universally 
adopted by member banks at that time. 
The effect is the same as when the 
federal reserve banks go into the open 
market and make security purchases, 
and this “open market” policy is now 
heralded as an ingenious device for 
keeping credit conditions stable. 


soon 


A more serious objection to this 
policy is that banks cannot foresee 
changes in credit demands and _ bond 
prices, and are therefore likely to ag 
gravate the evils of credit and price 
fluctuations, as well as involve them- 
selves in loss, by buying bonds whe 
they should be making commercial loans, 
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and selling bonds on the eve of loan 
contraction. The only answer is that 
experience scems té6 prove that money 
js tight when commercial loans are 
highly expanded and bond prices are 
low when interest rates are high. If 
bond yields are higher than short time 
interest rates it is pretty definite proof 
that there is a relative overproduction 


of finished commodities or  con- 
sumers’ goods, and what is wanted 
js additional capital or producers’ 


goods. By following the profit motive 
at this time commercial banks ean per- 
form an economic service and _ the 
problem resolves itself into the fact that 
the modern commercial bank is both a 
commercial and an investment bank, 
and it should so conduct its affairs as 
to inerease its profits by financing both 
short and long time transactions. 
Suecess of the commercial bank is 
thus predicated upon knowledge of 
business cycles and high grade invest- 
ment judgment. Seasonal adjustments 
are pretty well understood, and bankers 
with superior knowledge of eyelical 
fluctuations in business and an appro- 
priate policy of managing their affairs 
in accordance with these variations, are 
the fortunate innovators to reap the ad- 
vantages of increased profits. Any 
socially undesirable results of this 
policy could be controlled and checked 
by the Federal Reserve authorities who 
administer the ultimate credit resources 
of the country. If they should deem 
it unwise to allow banks to invest in 
securities with borrowed credit they 
could make the process more expensive 
by raising rediscount rates, or in other 
ways make eredit more difficult to get. 


HOW ORIGINATING HOUSE 
CAN AID BANKER 


(Continued from page 12) 

active part in getting such departments 
under way. At the outset we endeavor 
to learn what class of people in the 
community buy bonds, also the types 
of bonds most popular with these people. 
These steps may seem to be obvious, but 
it is regrettably true that some times 
they are not considered as carefully as 
they should be with the result that the de- 
partment does not swing into the chan- 
nels of profit as quickly as it otherwise 
might. 

Having found our market and de- 
termined the class of bonds that are 
apparently most suitable, we select the 
securities themselves. In their selection 
We are actuated by two thoughts. One 
1s salability ; the other is safety. The 
securities must sell, but more important 
still, the element of risk must be slight. 
To distribute the risk we perhaps choose 
some municipal, some public utility and 
some industrial bonds, of suitable de- 
hominations and maturities. They are 
Picked with care, of course, offering the 


of bonds 


to show you. 





1st Wisconsin Nat'l Bank Bldg. 
MILWAUKEE 








smallest sales resistance and providing 
a fair margin of profit to the bank. 

In such eases where the bank de- 
pends very largely, if not solely, upon 
us to supply the requirements of its 
bond department, we furnish without 
cost cireulars describing the bond issues 
purchased. We also supply full and 
detailed information with reference to 
these issues. Much of this cannot well 
be published in cireulars—such infor- 
mation as copies of appraisals, copies 
of the audits of the certified public ac- 
countants who audit the books of the 
issuing corporations, copies of attorneys’ 
opinions as to the legality of the issues, 
ete. All of this material is of practical 
selling value, especially when the pros- 
spective bond buyer is of that group 


Make a Profit 


from your 
Bond Department 


Your Bond Department can be made 
. to earn a big profit for your bank if: 


—You handle the right kind 


—You tie up with the right 
kind of a house 


—You get the right kind of 
cooperation from this house. 


We have shown a great many banks 
HOW to make their bond depart- 
ments profitable and would be glad 











Hyney, Emerson & Co. 


BANK SERVICE DEPARTMENT 


39 South La Salle Street, Chicago 


118-120 Burdick Arcade 
KALAMAZOO 


who must be presented with compete 
facts before investing. 

In some instances we have found it 
advisable to send one of our experienced 
salesmen into the bank’s territory to 
work for a time with the executive in 
charge of the bank’s bond department. 
By doing so, the executive becomes 
familiar with the selling methods that 
we have found to be successful and the 
department as a whole becomes a more 
useful, energetic and co-operative force. 
The bond department manager, by him- 
self, can hardly hope to make a spec- 
tacular suecess of his department; but 
if he has the intelligent and enthusiastic 
co-operation of those associated with 
him, the outcome is a foregone con- 
clusion. 
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Buying Bonds for Re-Sale 


Another thought that I wish to add, 
having to do with the selection of 
securities, is this: Generally speaking, 
we do not believe a wide market is 
essential for the re-sale of bonds. This 
rule does not apply, of course, when 
the bond buyer finds it necessary to use 
the funds to be invested on a specific 
date. In all such cases we recommend 
the purchase of Liberty bonds, or munic- 
ipal or corporation bonds with a so- 
called quick market. However, it is 
our belief, based upon many years of 
observation and experience, that but a 
very small number of bond buyers ever 
have occasion to realize money on bonds 
purchased by them prior to the matur- 
ity of the bonds; so we think, rather 
than invest in so-called broad-market 
bonds, that it is better policy to buy 
equally well secured bonds with a 
narrower market and thus secure from 
one to two per cent more per annum 
on the investment. 


It would be difficult to deseribe in 
detail every phase of the co-operation 
that the investment banker renders to 
his customer, the commercial banker. 
Usually the co-operation is close, but 
if it is not it can be made so at the 
banker’s insistence. At one end in this 
scheme of distribution is the originat- 
ing or wholesale house, anxious to move 
its merchandise as quickly as it ean do 
so; at the other end is the bank, ready 
to distribute this merchandise to likely 


prospects in its community. Both re- 
alize that practical co-operation is 
necessary. The progressive investment 


house is no longer content merely with 
the sale of bonds to its bank distribu- 
tors. In addition to the co-operation 
it already offers, it is open to sugges- 
tions and will lend an attentive ear to 
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any ideas that the banker has tending 
to inerease the sale of securities. 

With commercial banks rapidly com- 
ing to the front as large distributors 
and with definite indications pointing 
to this distributive channel as being both 
economical and sound, it is no longer 
a question of doing something to assist 
in stimulating sales. Rather the ques- 
tion is more definite and pertinent— 
“What else can we do to win greater 
interest in bond investment and to help 
you sell more bonds?” 


WORTHY COMPENDIUM 
OF BANK PRACTICE 
The appearance of the Eneyclopedia 
of Banking and Finance, written by 
Glenn G. Munn, formerly of New York 
University marks the advent of the 
first encyclopedia of American banking 

and finance. 
Practically everything American has 
had its eneveopedia with the exception 


of the banking business. With over 
30,000 banking institutions in the 


country, the value of the banking en- 


eyelopedia cannot be overestimated. 
The volume covers organization, secur- 
ities, credit, banking and _ currency 


laws, money, foreign exchange, trusts 
and many other banking and financial 
matters. It will prove an aid to the 
banker because of its valuable range 
and thoroughness and the ease with 
which it can be used. 


The Commercial Trust and Savings 
Bank of Evanston, Illinois, was opened 


recently. The bank was organized by 
merchants and professional men of 
Evanston. John F. Hahn is president; 


Charles F. Meyer, vice president and 
eashier, and Frank C. McCabe, assistant 
cashier. 





areer investment facts. Bul- 


letined daily to representatives in 


all leading cities. 


At your service 
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Plans are being drawn for making ay 
addition to the Oneida County Saving 
Bank, Rome, New* York. 


A bank building will be erected fo, 
the Bank of Spencerport, Spencerport, 
New York. 

The Union Institute 
Boston, Massachusetts, 
struct a bank building. 


for Savings of 
plans to con- 


The National Bank of Urbana, 
Urbana, Ohio, will remodel its bank 
building. 





A three story bank building, 50x150 
feet will be erected for the Railroad 
Building Loan and Savings Association 
of Newton, Kansas, for which plans 
are now being drawn. The building 
will sost $150,000. 





Contract was awarded for alterations 
to the Buffalo Trust Company's bank 
building of Buffalo, New York. 

The Trust Company of Larchmont, 
Larchmont, New York plans to erect a 
bank building. 


A brick and limestone bank building 
to cost $80,000 will be erected for the 
Cataract National Bank, Niagara Falls, 
New York, for which plans are now 
being drawn. 

Contract was awarded for alterations 
and addition to $25,000 to the 
building of the Martha’s Vineyard Na- 
tional Bank, Tisbury, Massachusetts. 


cost 


Plans are being drawn for a new 
home for the Seeurity Trust and 


Savings Bank of North Birmingham, | 


eost $30,000. 


Alabama, to 





Contract for the erection of the half- 
million dollar banking home of the City 
Savings Bank and Trust Company of 
Alliance, Ohio, was awarded recently. 





The formal opening of the rebuilt 


Farmers and Merchant State Bank, 
Columbus, Iowa, was held recently. 


Carnations were given to each visitor 
and pencils were distributed to the 
children as souvenirs. 


A. Moorman and Company of St 


Paul was awarded contract for the 
construction of the new building o 
the First National Bank, Platteville 


Wisconsin, to eost $75,000. 





The Bank of Peoria, Peoria, Illinois 
a newly organized institution, will soo 
be open. It has a capital of $200,000 
and a surplus of $25,000. 


Contract was awarded for remodel 


ing the quarters of the Union Saving | 


Bank in the Frick building, Pittsburgh 
Pennsylvania. 
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ANALYSIS MAKES RAIL 
SECURITIES PAY 


(Continued from page 27) 
course, determines the ability of a road 
efficiently to perform its service. I do 
not need to enlarge here upon the vital 
necessity of proper maintenance of road 
and equipment. 

Perhaps the only way to pass intelli- 
gently upon the adequacy of mainte- 
nance is through actual physical inspee- 
tion by an expert. In the absence of 
this method, a rough idea may be gained 
by comparison of maintenance expendi- 
tures per mile of road per piece of 
equipment and per unit of tractive 
power, with those of other roads in the 
same territory which perform a similar 
class of service. 

Earning Power 

A number of our roads have achieved 
an enviable record of sustained earning 
power extending over many years that 
has enabled them to pay continuous 
dividends over a period of many years. 
As a measure of earning power, many 
state savings-bank laws provide that, in 
order for its bonds to become “legal,” 
a road must have paid dividends of 4 
per cent a least five consecutive years. 
This provision has the obvious defect, 
however, that it sometimes forces a road, 
in order to protect its credit, to pay out 
money in dividends that it really should 
expend in maintenance and betterments. 

Periods of at least ten years should 
be studied in estimating earning power, 
in order to find out how stable are the 
earnings in both good times and bad, 
as well as to observe how consistent the 
roads growth has been. 

Perhaps the best quick measure that 
can be applied to gauge earning power 
is to find the number of times that net 
income exceeds fixed charges. 

As a practical matter, earning power 
determines credit and a road possessing 
earning power to a high degree will 
prosper, whether or not it conforms 
with the other standards which we are 
here discussing. 

Financial Structure 

The most favorable capital structure 
for a railroad is one in which the bonded 
debt is 50 per cent or less of the 
total capitalization. Most roads that are 
able to show anything approaching such 
a balance enjoy good credit; while, on 
the other hand, in the case of most roads 
that have come to grief, the disaster 
may be largely attributed to a violation 
of this principle. 

The laws of some of our oldest states 
Provide, among other things, that a 
Toad’s total bonded debt shall not ex- 
ceed three times the amount of its stock 
—1. e, 75 per cent of total capitaliza- 
tion—if its bonds are to be legal for 
trust investment. 

_The integrity, ability and conserva- 
tism of its management are of just as 
great importance in establishing the 
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credit of a railroad as those same quali- 
ties are in fixing the eredit standing of 
a customer with his banker. Definite 
breaches of trust or inefficiency on the 
part of a management have more than 
onee brought grievous losses to security 
owners. 

‘Such familiar practices as the under- 
maintenance of a property in order to 
pay dividends or the floatation of bonds 
to pay for improvements that better had 
been paid for out of earnings do not in- 
spire confidence in a management. 

The loyalty of their employes is a 
quality which all able managements are 
at pains to develop—it is essential to 
efficiency and stability. 

Nowhere will you find the perfect 
ideal of traffie diversification. But there 
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are cases where the commodities hauled 
include a considerable percentage each 
of the products of mines and manu- 
facturers of agriculture and forests. 
Such a balance is very desirable. 

We have frequent examples of the ad- 
verse effects upon a road’s income ac- 
count of a traffic consisting largely of 
a single .commodity, such as coal. In 
times of industrial depression or of 
strikes, our “coalers” are subject to 
violent fluctuations in earnings, and 
some of the weaker of these roads 
periodically are in serious difficulty. 

Particular attention is demanded by 
those largely one-commodity roads de- 
pendent for their traffic upon the pro- 
ducts of extractive industries, such as 
coal or lumber. 


writing to our advertisers 





84 


I have in mind a “coaler,” long en- 
joying fairly high credit, whose future 
is open to question, as the coal reserves 
along its lines are believed by students 
of the situation to be of limited amount. 
With the thinning of the veins, should 
these coal operations become unprofit- 
able in the future, this road would be 
confronted with the serious problem of 
developing a substitute traffic. 

Traffie connections and advantageous 
interchange agreements with other lines 
are often of much importance especially 
to smaller roads, in the winning of busi- 
ness under competitive conditions. 

Passenger traffic has been omitted 
from this discussion being of relatively 
suiall importance to most roads. 


A BILLION 
DOLLAR 
CUSTOMER 


ANADA’S trade 

with the United 
States amounts to more 
than a billion dollars a 
year. Canada buys 
more goods from the 
United States than any 
other country in the 
world except Great 
Britain. 


CANADA 
IS 
PROSPEROUS 


And Canada is grow- 
ing. Her wheat crop, 
for example, has in- 
creased from 55 million 
bushels in 1900 to 475 
million bushels in 1923, 
and even yet less than 
one-fifth of the arable 
land is under cultiva- 
tion. The opportuni- 
ties for new settlers and 
new capital are un- 


bounded. 


It will pay to keep a 
friendly eye on this bil- 
lion dollar customer. 


For information about 
Canada write 
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IMMIGRATION and 
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While these various considerations, 
which I have reviewed as having de- 
finite bearing upon general credit, are 
useful, they are by no means inflexible 
rules of measurement. There may be, 
and are, prominent exceptions to every 
one of them—they must be used with 
good judgment. 


Physical Property Mortgaged 


(a) Value:—Location, earning power 
and valuation. 

Having touched upon general credit, 
let us now consider the physical prop- 
erty mortgaged, which as I have said, 
is the second prime faetor determining 
the security of a railroad bond. 

The ralue of the property pledged is, 
of course, the vital point, and its loea- 
tion is obviously a primary considera- 
tion. The best security is found where 
the mileage covered forms a substantial 
part of the main line, and is of such a 
layout and extent that it will command 
independent earning power under any 
conceivable conditions. For example, 
the main line of the Missouri Pacifie 
from St. Louis to the Southwest, called 
the “Iron Mountain Line,” is so impera- 
tive to that system that in the reorgani- 
zation of the Missouri Pacifie a few 
vears back, even the most junior bond 
on the line was undisturbed. 


Branch and feeder mileage, “cut-off” 
lines and “alternate routes” are gen- 
erally unsatisfactory as the sole security 
for bond issues, for obviously, in the 
event of a receivership, their bond- 
holders have not that strong position 
enabling them to demand dollar for 
dollar in reorganization—always the ex- 
treme test of property value. The real 
purpose of buying mortgage bonds is to 
insure payment of interest and princi- 
pal, even under the most adverse cir- 
cumstances—otherwise why not buy un- 
secured debentures relying solely on gen- 
eral credit? But if you pay for mort- 
gage security, then as a matter of good 
business, get what you pay for. De- 
mand ample foreclosure value—and this 
requires earning power. 

No reorganization committee will risk 
the loss of a line habitually showing sub- 
stantial profits from operation, and here- 
in lies the bondholders real protection. 


When the Interstate Commerce Com- 
mission completes its present labors, there 
will be available fixed valuations for all of 
our railroad mileage and from them we 
may draw useful conclusions. The Atch- 
ison General 4s of 1995, largely a first 
charge on that system’s transcontinental 
lines, are outstanding on the mileage cov- 
ered at the average rate of about $21,000 
per mile, in contrast with a tentative 
valuation around $53,000 per mile. It 
is of material aid in forming a judg- 
ment of even this “criterion of security” 
to know that its reproduction value 
after depreciation as fixed by a govern- 
mental agency, is nearly 234 times the 
indebtedness. 


Debt Per Mile 

The average rate per mile at which 
an issue of bonds is outstanding upon 
the lines mortgaged is widely misinter. 
preted as a measure of value. The only 
true significance of such a figure js 
gained through comparison with the rate 
per mile of some other bond secured 
upon property in the same general ter. 
ritory and of comparable usefulness, 


Mortgage Agreement 

The mortgage agreement, in itself, 
is of much importance. As modern in- 
dentures are drawn, they are usually 
quite long-winded and dry but the pro- 
visions of such instruments have a dis- 
stinct bearing upon the desirability of 
any mortgage bond. Conditions per- 
mitting the issuance of additional bonds, 
the description of property pledged, and 
“after-acquired” property clauses, are 
especially worthy of notice. Many ir- 
regularities and provisions adverse to a 
bondholders interest, frequently can be 
found. For instance, in the indenture 
of a bond covering an important prop- 
erty in one of our large cities, one 
which is controlled by and gives access 
to six’ railroads, the mortgage is made 
subject to the lease of these roads. In 
other words, should five of these roads 
default on their payments, the bond- 
holders still would have no redress in 
foreclosure, for, so long as the sixth road 
continued its punctual payment, it 
would have undisputed right to the use 
of the property. This may be con- 
sidered by some a very technical point, 
but neglect of just such technicalities 
has too frequently meant losses to bond- 
holders. 


General Remarks and a Few Don'ts 


1. Don’t get the idea that any man 
ean correctly interpret figures without 
thorough training. 


2. Don’t accept tips blindly—they 
seldom materialize as hoped for. 

3. Don’t accept common beliefs, that 
is, what “they say.” 

For instance, “they say” that practie- 
ally any obligation bearing the sacred 
name “equipment” is thoroughly sound. 
True it is, that few classes of invest- 
ment securities have the remarkable 
record for safety that equipments hold, 
and hence it would seem that their wide 
popularity is deserved. But there are 
certain indications of a weakening in 
their safeguards which, if continued, 
may mar their fine record. For one 
thing, the term of these notes now get- 
erally runs for 15 years; whereas for- 
merly their life was usually 10 years. 
This may become a source of danger in 
connection with rapid obsolescence, de 
preciation and widely varying cost 
levels. Further, the equity, formerly 
represented by an initial cash payment 
of 33 1/3 per cent or more, has in some 
eases been reduced as low as 10 per 
cent. In fact, during the war equip: 
ments issued under the auspices of the 
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railroad administration, represented 100 
per cent of the cost of railway equip- 
ment purchased at prices from two to 
three times higher than pre-war figures. 
Obviously, such practices constitute seri- 
ous violations of sound investment prin- 
ciples. Already equipment costs have 
declined to a point endangering the 
protection of certain note issues of that 
period. 

The belief is widely held that “guar- 
anteed stocks” are free from hazard, 
largely due to the implied protection of 
the word “guaranty.” The best of these 
stocks have great security, with some 
eollateral advantages—such as freedom 
from the normal Federal income tax; 
but the worst among them, ineluding 
several issues still held in high regard 
by uninformed investors, have grave 
defects. 

In selecting such stocks the investor 
should be sure first, that the guaranty 
is valid, as the obligation of a company 
in high credit, remembering that such 
obligations rank after the most junior 
bond and just ahead of the stock of 
the guarantor. The actual terms of the 
guaranty contract should be rigidly sur- 
veyed, particularly to determine, among 
other things, that the amount of the 
dividend is fixed—not a variable per- 
centage, subject to deductions, such as 
taxes; to whom it is payable, (whether 
to the lessor corporation or directly to 
the individual stockholder) and the re- 
dress open to the stockholder in case of 
default in dividend. 


Second, the value of the property in 
which the stockholder enjoys an equity, 
should be ascertained by the same gen- 
eral methods which I have already out- 
lined in appraising the property secur- 
ing a mortgage bond. I have in mind 
a guaranteed stock long held in high 
regard by the investing public. Its 
owners have recently been forced to 
accept in exchange for their stock the 
unguaranteed stock of the guarantor 
corporation, of relatively small value. 
The losses so incurred could have been 
avoided by applying. the correct tests. 

Terminal bonds are another class 
varying widely in security value and 
concerning which there are misunder- 
standings. “They” often say that term- 
inal bonds are sound because the rail- 
roads must have such properties to gain 
access to our cities. But a little reflec- 
tion convinces one that, where a terminal 
property depends entirely upon its rail- 
road connections for existence, as such, 
still in many cases, a railroad may re- 
sort to the joint use of other existing 
terminals, if it become expedient, with 
relatively small inconvenience. This has 
been done. Therefore, mark well the 
mdispensability of terminal properties, 
and further, if the bonds are guaranteed 
by more than one road, see that the gua- 
ranty is both joint and several. 

The three classes of security which I 

ve just mentioned present peculiar 
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there spreads a panorama of the financial 
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pitfalls to the unwary, and these fields 
should be entered only by the investor 
having possession of complete informa- 
tion. 

The conventional manuals, which are 
almost universally referred to in judg- 
ing security values, are of unquestioned 
usefulness, and I have the greatest res- 
pect for those engaged in the huge task 
of compiling such volumes. But, let me 
point out, the physical limitations of 
time and space render anything like a 
complete presentation of essential facts 
utterly impossible. Therefore, they 
should be used with discretion as supple- 


mentary to other sources of information. 
The careful investor is forced to turn 
for an accurate knowledge of invest- 
ment bonds to reliable bond houses, 
specializing in their several fields, whose 
highly trained organizations of experts 
delve more deeply into security values 
and all that pertains thereto than is pos- 
sible for the individual or institutional 
investor. Even where an able bank ex- 
ecutive has the requisite training, he 
seldom has the time or the facilities for 
a thorough investigation. 

Regarding railroad securities, it 
is possible to obtain complete, uniform 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 





SO 


and reliable data on all phases 
of actual operation and financial mat- 
ters to a much greater extent than in 
any other investment field. Of course, 
a great many sound securities are ob- 
tainable outside of the railroad field, 
and particularly is this so, of late years, 
among public utility issues. But I am 
sure that financial students will agree 
that the difficulties of determining the 
soundness of securities in other fields 
than the railroad are multiplied many 
times. 

If we are satisfied with the soundness 
of railroad bonds, then the only ques- 
tion seems to be as to their suitability 
for bank investments, and in order to 
form a judgment here, we must ask 
ourselves: “What are the duties and re- 
quirements of the average bank?” Is 
it an over-statement when I say that 
“All banking institutions are essentially 
acting in a fiduciary capacity, and thus 
the inescapable conclusion is that they 
are trustees of depositors’ money?” Of 
course, considerable freedom of action 
must be left with the management of 
the average banking institution. With 
many commercial banks, bond invest- 
ments are at times a negligible con- 
sideration in their affairs, for their re- 
sources are employed primarily to foster 
trade and help business, and with such 
banks the suitability of bonds as a 
medium for investment is open to de- 
bate. 

However, in the recent evolution of 
our banking practice, many state and 
federally chartered banks have entered 
the field of the savings bank and trust 
eompany. This expansion has brought 
a large increase of time deposits, and, 
as a result, bond buying by the average 
bank has increased tremendously. This 
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loss of 6 2-3% for the whole United 
States. 


Hibernia Bank & Trust Co. 
New Orleans, U.S. A. 





BANKERS MONTHLY for SEPTEMBER, 1994 


Cann nn nn eer rere seeeeeeeeee eres 


development, more than anything else, 
tends to emphasize the fiduciary char- 
acter of many of our institutions today. 
Some states have long since recognized 
the need for limiting by law the nature 
of investments for savings and trust 
funds; and, as you all know, aside from 
governmental bonds, railroad issues com- 
prise the field of widest choice among 
such “legal” securities. For no other 
class of corporate issues combine to such 
an unusual degree intrinsic merit, 
marketability and reasonable yield— 
qualifications essential for an ideal in- 
vestment for any bank. 


I have had the advantage of study- 
ing the investment policies followed for 
many years by many of the leading fi- 
nancial institutions of the East. If it 
be possible to draw any definite con- 
clusions from such a study, they are: 

That no inflexible policy may be 

laid down in order to meet any 
definite set of requirements; and 

That no magie formula has as yet 

been evolved which will eliminate 
all losses. 


But one fact is clearly observable— 
the best results over a period of years 
have been obtained by those institutions 
that have confined their purchases to 
the securities of strong and growing 
corporations. It has been demonstrated 
that, where higher yield is sought, it is 
generally more satisfactory to buy the 
junior issues, or even the debentures, of 
strong railroads than even the first mort- 
gage obligations of properties mediocre 
or weak in credit position. It has been 
shown that the moderate, or even low, 
yields accepted by institutions primarily 
seeking safety have been compensated 
for in the long run: 


By gratifying appreciation in times 
of low money rates; 

by market stability when general 
business is poor; and 

by avoidance of those large occa- 
sional losses which so easily may 
wipe out other investment gains. 


It is probably unnecessary to say that 
in the formulation of any policy, due 
regard must be given to diversification, 
both geographic and as relating to ma- 
turities. Opinions often differ widely 
on the subject of long and short-term 
bonds. Long-term bonds have had a 
most extraordinary decline during the 
last quarter-century. The best of these 
issues have fallen an average of 50 
points below their high, and, since 1920, 
have risen an average of approximately 
15 points above their low price of all 
time in that year. It has taken three 
panics, the greatest of all wars, an in- 
come tax second to none in the world, 
and the liquidation by Europe of liter- 
ally billions of American railroad secur- 
ities in less than three years’ time to 
force prices down to the 1920 level. 


These major causes are unlikely to 
recur within our lifetime. History in- 


dicates that great wars are usually scopes 
of years apart. About half of the 
world’s gold supply now rests in oy 
vaults; and there are economists of re 
pute who believe that, because of these 
changed conditions, the United States jg 
bound to be the world’s money center 
for many years to come and that ayer. 
age interest rate should rule lower here 
than in any other country. Such-a cop. 
dition would doubtless stimulate long. 
term bond prices. However, these are 
considerations introducing many per. 
plexing problems which it is not my 
function to discuss. 

All that I have said is to point the 
way for intelligent discrimination by 
banks acting, as they must, in a large 
sense, in a fiduciary capacity. The ex. 
ercise of judgment depends upon knowl- 
edge of essential facts. Really complete 
information is always difficult—often 
impossible—to obtain. I believe that 
railroad securities, of all corporate 
issues, can be analyzed to an extent that 
leaves little to conjecture, and conse- 
quently must take first rank among cor- 
poration issues as meeting the strictest 
requirements. 


HOW A. B. A. KEY BOOK 
SPEEDS TRANSIT WORK 


In banks which have developed con- 
siderable business with out-of-town 
banks, the transit department is usually 
a scene of buzzing, incessant activity. 
One of the biggest aids to the efficient 
transit department is the “Key to the 
Numerical System of the American 
Bankers Association” which is issued 
every two:years by Rand Mé&Nally & 
Company, official numbering agent for 
the association. 

Many transit managers declare that 
the Key Book is the handiest thing that 
has been devised for facilitating the dis- 
patch of items from bank to bank. 
Here are only a few of the many ways 
in which the A. B. A. Key Book helps 
to speed up the work and eliminate un- 
necessary costs in the transit depart- 
ment: 

1. It makes it possible to use the 
A. B. A. Numerical system in telegraph- 
ing and thus use numbers instead of the 
bank’s name, and effect a marked saving 
in rates. 

2. It is used when checking a dif- 
ference in transit balances. 

3. When lost transit items are re 
ported the Key Book is referred to. 

4. When the name of the bank on 4 
check is blurred or indistinguishable the 
Key Book is often used because the 
bank’s number is always shown on the 
cheek. 

In short the Key Book is a guide to 
the checks of every bank in the United 
States. Transit items totalling hundreds 
of millions of dollars are dispatched 
annually, and the Numerical system and 
Key Book reduce the work of handling 
these items materially. 
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FORTIFYING BANKER ON 
OVERSEAS SHIPMENTS 


(Continued from page 25) 
beyond question; but this integrity must 
be based upon something more than 
common honesty. There must be ab- 
solute disinterestedness. This function 
is not the prerogative of the ordi- 
nary public weigher or sampler. It is 
worthy of the efforts of men of broad 
training and capabilities, thoroughly 
familiar with the science and technique 
of merchandising, of banking, and even 
of commercial law. Facilities must be 
available for laboratory testing and 
analysis of materials. Practical experts 
there must be, with long experience in 
the grading and appraisal of each com- 
modity. Above all, the man who goes 
to the pier or warehouse to examine the 
goods must possess the attitude of an 
investigator. He must be able to com- 
prehend every condition of the contract 
in its relation to the delivery that it is 
tendered. The certificate which em- 
bodies the result of this investigation 
must be concise but comprehensive. It 
must be free from ambiguity or techni- 
cal phraseology and capable of none but 
the correct interpretation. 

Here we have a document which 
affords the needed support to the bill 
of lading. It is an appraisal of col- 
lateral, and a verification of contract 
Performance. It protects the bank in 


its advances of funds. It lends assur- 
ances to an unhampered consummation 
of the transaction. It enables the bank 
to render a full measure of services in 
its role of referee or comptroller in in- 
ternational trade. 

Now let us apply it to our hypothet- 
ical shipment of olive oil. Had there 
been available in Naples an organiza- 
tion of the character described, the im- 
porter could have provided this agency 
with a portion of his contract sample 
and authorized the examination of the 
goods for his account before shipment. 
He could have stipulated in his credit 
that this certificate of approval must be 
presented to the bank before payment 
would be allowed. This would have pre- 
vented the shipment of the inferior oil 
and avoided the unfortunate experiences 
which followed. 

With such an agency available in, for 
example, New York but not in Naples, 
our importer might have adopted still 
andther expedient, by opening his credit 
upon the following terms: 


Fifty per cent of invoice payable to 
shipper in Naples upon presentation of 
the usual shipping documents; 

Bills of lading issued to the order of 
the New York bank which assumes cus- 
tody of the merchandise upon arrival and 
issues examination orders to the New York 
Inspection Agency; 

Upon receipt of satisfactory approval 
certificate the remaining fifty per cent of 
invoice is remitted by the bank to the 
shipper ; 


of the quality he pays for. 


In the event approval is not effected 
the goods are held for seller’s account and 
as security against his refund of the orig- 
inal payment or his agreement to an ac- 
ceptable adjustment. 


This form of credit, covering purchase 
subject to examination upon arrival, has 
much. to commend it. It equitably dis- 
tributes the burden of financing. It as- 
sures the buyer that he will receive goods 
It assures 
the seller that he will receive full pay- 
ment upon the faithful performance of 
his contract without making approval 
of his goods subject to the expediency 
and the whims of the buyer. It amply 
protects the bank in its advance of 
funds. 

In applying to commercial practice 
our theory of professional merchandise 
inspection we have had to assume the 
existence of an agency whose qualifica- 
tions are without precedent in trade ex- 
perience. 

About three years ago a small group 
of men (bankers, engineers, and profes- 
sional men) decided to put this prin- 
ciple to a test. They conceived of an 
organization that could function with- 
out fear or prejudice; an institution 
that would grow solely by the merits 
of its performance and eventually serve 
American commerce in every port of the 
world—a great American Lloyds. A 
personal-service corporation was formed 
with its main office in New York. In 
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dolar that it might not be starved in its 
infancy and that its high purpose might 
not be sacrificed to expediency, ample 
capital: funds were provided. 

Hts beginning was modest. Many who 
approved its purpose hesitated in em- 
ploying its service; but the first cus- 
tomer was a living invitation to others. 
Even now this organization lists among 
its: élients several foreign governments, 
foreign merchants, leading American 
merchants and manufacturers, and many 
important law firms and banks. It has 
passed upon the quality and condition 
of hundreds of shipments of almost 
every classification. Its members have 
served as expert witnesses in court and 
in arbitration proceedings. Though 
its certificates have been sent far and 
wide, no decision has ever been seriously 
called ‘into question. 

Practical difficulties are being rapidly 
overcome. Encouragement is given to 
proper phrasing of contracts, the adop- 
tion of grading standards, the improve- 
ment of packing methods. Greater 
facilities are afforded for conciliation 
and effective arbitration of differences. 
It aids the honest and efficient seller 
as well as the unprotected buyer. 

It serves daily as a practical demon- 
stration of the effectiveness of the 
certificate of inspection as a banking 
document, not only in commercial letters 
of credit but in many other forms of 
commercial transaction. 


The Lake View State Bank, North 
Clark Street and Belmont Avenue, 
Chicago, has been admitted into the 
Chicago Clearing House Association as 
an affiliated member. The bank has 
capital and surplus of $400,000 and 
deposits of over $7,000,000. 


The First National Bank of Kelso, 
Washington, moved into new quarters 
recently. 


Reserve Fund & Surplus Profits 
Deposits, etc., at 30th June, 1924 308,836,735 
360 BRANCHES AND SUB-BRANCHES 
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Foreign Exchange Business Transacted. 
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CLEVELAND IS HOST TO 
INVESTMENT BANKERS 


(Continued from page 13) 
use for several years at conventions 
and is familiar to many. 

Organized 12 years ago, just before 
the establishment of the Federal Re- 
serve System, the association is today 
in a better position to fulfill its pur- 
poses than ever before. It was launched 
“in order to promote the general wel- 
fare and influence of investment banks, 
or banks, likewise banking institutions 
operating bond departments, and to se- 
eure uniformity of action, both in legis- 
lation and methods of handling securi- 
ties, together with the practical benefits 
to be derived from personal acquaint- 
ance, and for the discussion of subjects 
of importance to banking and commer- 
cial interests of the country which affect 
the investing public, and for protection 
against crime, or through willful and 
irresponsible dealers in investment se- 
curities, and to surround the offerings 
of its members with greater  safe- 
guards.” 

Officers of the association eall it a 
“financial laboratory, working to find 
the truth and to apply it to sound 
finance.” The service performed by it 
reaches directly, with an actual dollars 
and cents value, into every home and 
business of the country. 

The question of utility regulation was 
paramount at the time the association 
was organized. It was then discovered 
that there was a great deal that law 
makers, investment bankers, utility ex- 
perts, commissioners, and other public 
officials did not know about regulation. 
Thus one of the first association com- 
mittees devoted itself to the study of 
utiliy regulation. It made available the 
decisions and regulatory acts of the 
utility commissions to all committees, 
utilities, banks, investors, the public, 
and all interested. It rendered an im- 


partial, dependable, and competent 
service, and scores of members freely 
gave their money to support the service 
until it could become self-supporting, 
It was a process of widely diffusing jp. 
formation so that the prine iples of 
equitable regulation could be applied 
instead of possible experiments, gueg 
work, and well-intentioned theories that 
might be harmful. 

Another example of the work of the 
association is in the model municipal 
securities acts which have been adopted 
by several states. These are the result 
of association committee studies of the 


subject of municipal securities, upper. 


most in the public mind because of tay 
exemption. Again, through the associg. 
tion’s efforts there is a growing appre. 
ciation of the hazards in publie finane- 
ing, and saving of huge sums of public 
funds have resulted. 

The association earries on its work 
through a board of governors of 34 
members who delegate certain problems, 
questions and subjects to 18 standing 
committees. Sixteen groups or subor. 
dinate organizations are arranged geo- 
graphically throughout the nation to 
serve local needs and execute actions 
of the association. It has never main- 
tained a lobby, either in national or 
state legislatures. It has frequently 
been called on for counsel and aid by 
state and national governments, and in- 
variably has given generously its aid 
and counsel when requested. Fraud in 
any form has been its chief enemy. The 
association has been largely instrumen- 
tal in suppressing advertising for bil- 
lions of dollars of fraudulent or 
otherwisé worthless “securities.” In 
Chicago alone, in a scant two years, ad- 
vertising of an estimated $175,000,000 
of worthless “securities” was prevented. 





The North Dayton Savings and Loan 
Association of North Dayton, Ohio, was 
organized recently with a capital of 
$500,000. The activities of the organ- 
ization, with William H. Durkin as its 
president, are to be conducted in the 
offices of Steiger and Mackevich, 137 
Troy Street. 


Work of remodeling the Swinney 
building, East Main Street, Fort 


Wayne, Indiana, in preparation for the 
installation of a banking room for the 
Union Bank and Trust Company, wil 
be started soon. The bank will oceupy 
one of the five storerooms on the ground 
floor of the Swinney building. 

The Peoples Guaranty State Bank 
of Tyler, Texas, is now located in ifs 
new $100,000 banking home. 





Plans have been completed for a neW 
building to be erected for the Bank of 
Vernonia, Vernonia, Oregon. The build- 
ing will be a one story brick structure 
with a mezzanine floor. 
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Isles, including over 1,700 branches of the parent 
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maintained throughout the world. 
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FARM ADVICE THAT AIDS 
BANKER AND FARMER 


(Continued from page 79) 
each of his principal city customers 
would be exceptional. But the banker 
who goes into the barnyard of each of 
his farmer customers once in several 
years is just as exceptional. 

This is one thing that should be cor- 
rected. It may not be precisely easy to 
do, but in the interest of closer contact 
and acquaintance it must be done. For 
many of the larger banks in farming 
sections it will probably mean the em- 
ployment of a special man whose sole 
duty it shall be to study farm problems, 
to travel among the farms, and to 
counsel with farmers about their needs 
and difficulties. 

Why shouldn’t there be such a man 
connected with every fair sized bank 
which relies in whole or in part upon 
agriculture ? 

The large city banks already have 
officers who think daily in terms of the 
various trades in which the bank’s eus- 
tomers are engaged. Is it not just as 
important to consider the farmer’s 
business as it is the merchant’s? 

When this officer comes into a given 
bank he may properly be charged with 
a few duties outside of agriculture. 
But he must be pretty largely an out- 
side man, not burdened with details 
inside the banking house, free to come 
and go as occasion requires, at full 


liberty to stay out in the country for 
a week at a time if he finds need of it. 


He may be a practical farmer. He 
may be an agricultural college graduate. 
Again, he may not be either of these. 
He is not going to tell farmerss how to 
farm; rather he is going to find out 
how the bank’s individual farmer eus- 
stomers farm, in order that he 
formulate a program for helping 
as individuals. 


may 
them 


He will discover, on one farm, that 
the chickens are afflicted with roup. 
The chances are he will find the chicken 
house a better home for muskrats than 
for poultry. Instead of merely telling 
the farmer how he ean cure this year’s 
roup he will deseribe some changes that 
another farmer made in a_ similar 
chicken house to make it a fit place for 
fowl to live. The farmer will be enabled 
to get rid of roup through his own 
efforts and an unprofitable flock will 
have been turned into a money-maker. 
. And so on through the year it will 
go—the bank’s Agricultural Director 
acting as a sort of efficiency engineer 
for the bank’s customers. 


Where the employment .of a special 
man is prohibited because the bank is 
small one or more of the officers will 
have to take up the job in addition to 
their other duties. The bank which 
follows one course or the other will be 
the bank that is attaining most nearly 
to its full opportunity to serve. 


57th St. & Fifth Ave. 





ties, and a highly developed 


credit information service available 
to customers— 


Foreign credit information, current 
data on foreign markets and trade 
opportunities, and other special con- 
veniences for those poarch foreign 
trade— 


Exceptional facilities for the admin- 
istration of personal and corporate 
trusts, developed through long ex- 
perience covering the entire field of 
trust service. 


The New York Trust Company 


Capital, Surplus and Undivided Profits, $28,000,000 


100 Broadway 
40th St. & Madison Ave. 





And don’t you forget it—real service 
will not go unrewarded. 


The United States Mortgage and 
Trust Company, New York, ‘awarded 
contract for the construction of its new 
bank and office building on the corner 
opposite its present loeation. 

A new banking home is planned for 
the Reclamation State Bank, Newell, 
South Dakota. 

The Bankers’ Seeurity Company of 
Greenville, South Carolina, with a 
eapital stock of $50,000, was chartered 
recently. Officers of the company are: 
R. S. Small, president, and T. L. Lewis, 
secretary and treasurer. 

At a meeting of the directors of the 
Somerville Trust Company, Somerville, 
New Jersey, Clifford G. Phoenix was 
appointed assistant secretary and 
treasurer, to sueceeed D. T. Lane, who 
was recently made secretary-treasurer. 


W. wD. Bradford, cashier of the 
Commercial and Savings Bank, West 
Palm Beach, Florida, has severed his 
connection. 


Excavation for the new Republic 
National Bank building to be erected at 
Main Street and Exchange Court, 
Dallas, Texas, is practically completed 
and work will soon be started on the 
construction of the building. 
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FOUNDED 1855 


It is a matter of pride that 
this firm has been the ex- 
clusive first mortgage loan 
agents for one of the largest 
insurance companies in the 
United States for more than 
sixty years. 

It is likewise a matter of pride that 


several large banks see fit to invest 
their funds in our securities. 





Of our pride is born a sense of re- 
sponsibility, and our standards of 
judgment in the making of first 
mortgage loans will neverberelaxed. 






FOUNDED 1855 


BAIRD @ WARNER 


N 


BONDS AND MORTGAGES 
134 S. LA SALLE STREET 
CHICAGO, ILL. 





CENTRAL 1855 
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QUESTION BOX ON 
BUILDING CONSTRUCTION 


(Continued from page 74) 
the architect or the owner will weaken 
and allow the substitution. 

The whole thing boils right down to 
the question of an owner’s support of 
the architect. An owner commissions 
an architect to prepare plans and 
specifications and supervise the con- 
struction of his proposed building for 
the simple reason that the owner feels 
that he is unable to perform the work 
himself, and he must have someone of 
experience in the particular work to 
perform this service for him. He ecom- 
missions the architect to provide the 
service. He should not commission an 
architect to perform this service unless 
he has complete faith in the architect 
and in his judgment to produce the 
type of building which he proposes. 
Various expedients are taken by various 
architects to overcome the “or equal” 
clause, but any attempt to overcome 
this leads to the same difficulties unless 
the owner stands back of and has faith 
in his architect. Undoubtedly, in many 
eases, an owner's failure to have faith 
in his architect may have been the result 
of past experiences in which he found 
his faith misplaced. It, therefore, 
behooves an owner to select only an 
architect who has had considerable ex- 
perience in the particular type of build- 
ing which he proposes to erect, an ar- 
chitect who can prove beyond question 


his ability to perform the services 
desired. After selecting such an 


architect, the owner must place entire 
faith in him and stand back of his 
decisions. Then, and then only, will an 
architect be able to eliminate the “or 
equal” clause from his specifications, or 
any clauses of a similar nature. 


John A. Nylin, who has had 22 years 
of practical banking experience, having 
served with the Live Stock Exchange 
National Bank, Peoples Stock Yards 
State Bank, Fidelity Trust and Savings 
Bank, all of Chicago, and for a number 
of years connected with the Chicago 
and Cook County Bankers’ Association, 
has joined the staff of the Union Trust 
Company, Chicago. 


A. R. Gray has been elected a director 
of the Bryn Mawr National Bank, 
Bryn Mawr, Pennsylvania, to fill the 
vacancy caused by the death of Jesse 
B. Matlack, who was also president of' 
the institution. 

Alvin Kemman, assistant cashier of 
the State Bank of New Hampton, Iowa, 
resigned to become connected with a 
Chicago bank. 


Dr. C. Barton Addie has been elected 
viee president of the Jefferson Title and 
Trust Company, Philadelphia, Penn- 
sylvania, sueceeding Harry F. Morgan. 
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To assist customers, exhibitors 
and visitors the Bank has made 
arrangements for the opening 


of a Branch Office at the Main 
Entrance of the Australia 
Pavilion of the British 
EMPIRE EXHIBITION 


Head Office 
41 LOTHBURY, LONDON 
E.C.2 








““ SELLING ” COPY IN BOND 
ADVERTISING 


N recent years the general character 

of investment advertising has risen 
to a high plane. This is true through- 
out the scope of investment advertising, 
including newspaper and magazine, 
direct mail and other mediums. 

Certain definite standards, in fact, 
have been adopted for financial advertis- 
ing, particularly in the newspapers. 
This is most clearly shown in the matter 
of bond offering advertisements, which 
approach the stereotyped in form, much 
the same as publication of bank’s finan- 
cial statements. These bond offering ad- 
vertisements, while they set forth in 
acceptable manner the essential facts in 
regard to the bond issue, nevertheless, I 
believe, could be greatly improved up- 
on from the standpoint of selling copy. 

Such improvement, for instance, is 
now being shown, particularly in the 
advertisements of First Mortgage Real 
Estate bonds, by the insertion of attrac- 
tive illustrations. The value of any ad- 
vertisement as such may be said to be 
doubled by the use of illustration or 
some form of effective typography or 
lay-out which will readily catch and hold 
the mind of the passing reader. 


In other ways also, I believe, finan- 
cial advertising can take on more of the 
nature of real selling copy, rather than 
more announcements. As in the matter 
of illustration, this employment of real 


selling copy is being initiated by the 
first mortgage bond houses, particularly 
in their magazine advertisements. In- 
vestment houses offering industrial bond 
issues are coming to the same practices, 
and in time I believe that even muni- 
cipal bond offerings will be presented 
in some other manner than their present 
eut-and-dried form. 

Selling copy as applied to financial ad- 
vertising, just as to any other form of 
advertising, should contain some “urge” 
upon the reader to cause him to at least 
investigate the proposition further. 
Few securities are actually sold direct 
from the advertisement, but the “urge” 
ean be so strong as to bring inquiry 
from the reader to the advertiser and 
thus give the advertiser the opportunity 
to make the sale, either by salesman or 
by correspondence. 


The Peoples Bank of Lumberton, 
Mississippi is occupying its new bank- 
ing quarters. 
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THE AUDITOR AS COUNSELLOR TO 
THE BANK EXECUTIVE 


In addition to the regular reports of audits he can 
be of valuable assistance in furnishing the officers 
with data on many other important matters 


HERE is wide variation in the in- 

ternal organization of banks in 
this country and the position of the 
auditor. It is generaly conceded, how- 
ever, that in an ideal form of organiza- 
tion the auditor should be an independent 
officer of the bank, reporting to the 
board of directors through their chair- 
man. 

It is the primary duty of the bank 
auditor to safeguard the and 
eustodies of the bank against manipula- 
tion and misappropriation, to verify 
income and expenditure, to see that the 
assets and liabilities as shown in the 
bank’s statement correct, and to 
detect errors. These things are essen- 
tial. It is also true that the auditor 
frequently has an opportunity to 
render a valuable service to his institu- 
tion in designing forms, installing 
systems, and doing other constructive 
work. He should not only assure him- 
self that things are being done correctly, 
but should also ascertain if they are 
being done as economically as is con- 
sistant with the end desired and the in- 


assets 


are 





By HUGH LEACH 


Auditor, Federal Reserve Bank, Richmond Va. 


formation required. While in a sense 
the auditor may be said to assist the 
bank executive when he performs such 
duties, his opportunity as an aid to the 
executive lies chiefly in the submission 
of reports of two classes: (1) reports 
of audits and (2) informative reports. 

It has been said with reference to 
President A. R. Erskine of the Stude- 
baker Corporation: “He can talk to 
figures and figures can talk to him, but 
he works in no narrow vein and can 
lift his eyes from details and figures to 
search for principles and their applica- 
tion in the practical field”’ What is 
true of the president of this great cor- 
poration is true of other executives. 
They must have facts concerning the 
progress and condition of the enterprises 
which they direct before they can make 
the necessary decisions. 

Few bank auditors attempt to pre- 
pare any reports other than monthly 
schedule of proofs made, showing the 
dates on which the work was performed. 
It is true that in the regular periodical 
audit of an account or a department the 
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bank auditor usually does not have the 
opportunity of rendering an interesting 
and instructive report that is afforded 
the public accountant in an audit of 
an entire business, and in my opinion 
it is not advisable to render an indiy- 
idual report on every audit made, for 
experience has shown that after the 
executive has read a routine 
reports he will have a tendency to give 
little consideration to subsequent reports 
which appear similar to those 
previously submitted. However, 
frequently happens that, during the 
course of an audit, conditions are dis- 
closed which furnish the auditor an 
opportunity to render a report contain- 
ing useful information or constructive 
suggestions. A detailed report would 
certainly be appropriate in case of a 
large difference in the money depart- 
ment, a shortage in securities, incomplete 
records, inadequate safeguards, or 
faulty Incidentally, written 
reports are of assistance to the auditor 
in securing such corrective measures as 
are desired. 


few 


to be 


systems. 


Although the bank auditor may keep 
executive informed, to a certain 
extent, by means of reports of audits, 
he has a larger opportunity to be of 
service through informative reports. 


It is hardly necessary to say that all 
officers should be furnished with daily 
reports of conditions, for I believe this 
is being done in most eases, certainly 
in the larger banks which make use of 
duplicating devices. In the Federal 
Reserve Bank of Richmond this daily 
report contains, in addition to the bal- 
ance sheet, a comparison of important 
items for today, yesterday, one week 
ago, one month ago, and one year ago. 


At the monthly meeting of the board 
of directors each director is furnished 
a special report, prepared on printed 
forms and copied on a duplicating 
machine, containing in addition to 4 
comparative balance sheet, analyses and 
comparisons of borrowings, earnings, 
expenses, investments, discounts, clear- 
ing operations, currency and coin re 
ceipts and shipments, ete. The prin- 
ciples of comparison, cumulation, and 
amplification are made use of wherever 
practicable. These reports are of great 
interest to the directors in their study 
of the operations of the bank. Copies 
are also furnished to all officers of the 
bank. 
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In addition to the statement de- 
gribed, the auditor also submits to the 
chief executive officers of the bank at 
the end of each month a schedule of 
audits made, accompanied by a detailed 
analytical report, the contents of which 
vary from month to month, but usually 
indude a discussion of earning assets, 
gross earnings, expenses, net earnings, 
overdrafts, Federal Reserve Notes out- 
standing, changes in membership, clear- 
ing operations, Fiscal Ageney opera- 
tions, and other matters which, in the 
opinion of the auditor, would be of 
interest to the executives. This report 
not only helps the executives to keep 
informed, but it also furnishes them a 
pasis for discussing the operations of 
the bank with the board of directors 
at the monthly meetings. Needless to 
say, the preparation of such reports is 
of great help to the auditor in reveal- 
ing variations in expenses, earnings, 
ete., which justify investigation. 

While the reports heretofore dis- 
eussed are applicable to Federal Reserve 
Banks, reports of the same general 
character, but modified to meet condi- 
tions in each particular bank should be 
valuable to the executives and boards 
of directors of commercial banks. For 
instance, it would be of benefit to the 
executives and board of directors, par- 
ticularly those serving on the discount 
committee, to have before them period- 
ieally, say twice a year, a statement of 
principal loans, showing the name of 
the borrower, the average balance main- 
tained the amount of the loan on the 
same date of the preceding vear, and 
the present amount of the loan, class 
ified somewhat, as follows: (1) Secured 
by U. S. Government obligations, (2) 
Secured by deed of trust or mortgage 
on real estate, (3) Secured by stocks or 
obligations of real estate companies, 
(4) Seeured by other stocks or bonds, 
(5) To real estate dealers (unsecured), 
(6) to manufacturers (sub-divided), 
(7) To wholesale concerns, (8) To retail 
concerns. Of course, this classification 
would vary according to the location of 
the bank. The example given is appli- 
eable to many small city banks, but 
would not be suitable for banks in a 
farming district or for banks in large 
financial centers. It would also be im- 
portant to ascertain for a member bank 
the amount of paper probably eligible 
for redisecount at a Federal Reserve 
Bank. A recapitulation could be made 


and compared with similar statements, 


for other dates. 

The proper distribution of loans is 
not always given sufficient considera- 
tion by either the executive or the board 
of directors. It frequently happens 
that each loan is made on its merits 
without any regard to the fact that the 
class of loans under which it falls is 
larger already than the bank can safely 
carry. The law limits the amount which 
& National bank can lend on real estate, 
and prudence and good judgment would 


LIMITED 
MEMBERS OF THE LONDON BANKERS CLEARING HOUSE 


GOVERNING OFFICE - MANCHESTER 


Total Assets 


1923 


($5 to the £) 


12) $203,584,020 


175 Branches in London, Lancashire, Yorkshire, Cheshire, 
Derbyshire, Staffordshire and North Wales 


The Bank is prepared to act as Agents 
for American Banks on agreed terms 


Foreign Depts. 





to require all banks to have as scesesesesesi 


seen 
wide a distribution of loans as possible. 
This principle is followed by all large 
banks in selecting commercial paper for 
purehase from bankers and their port- 
folios seldom contain an _ excessive 
amount of paper of any one industry. 
While it may be said that service in 
connection with Federal income and 
other taxes is not strictly in the line of 
duty of the bank auditor, there is no 
one in the bank-in a better position to 
perform such work than the man whose 
duty it is to verify its income and ex- 
penditure. A knowledge of tax laws 
and regulations would frequently enable 
the auditor to save large sums of money 
for his institution. There have been 
many eases in which substantial refunds 
have been secured from the Treasury 
Department by banks of moderate size 
by simply changing their method of 
computing earnings from a receipt to 
an aecrual basis and revising their tax 
returns over a period of years. It is 
true that most large banks now have 
unearned discount and prepaid interest 
accounts on their books, but many banks 
still make no attempt to set up such 
accounts and others make use of esti- 
mated reserves which are disallowed by 
the Internal Revenue Department. This 
is only one instance, but there are many 
others in which an experienced tax man 
ean serve his institution. Complicated 
questions frequently arise in the trust 
department and a qualified man would 
often be valuable to a bank in advising 
its customers in connection with im- 
portant tax matters. 


The new home of 
branch of the Mechanies’ Bank, 
Brooklyn, New York which is now 
under construction will be 60x97 feet, 
of Indiana limestone and trimmed with 
polished granite. It is expected that 
the building will be opened early in 
the fall. 


the Bushwick 
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THE AWARD 

of the largest contract ever 

given for Savings Literature 

is just further evidence of 
the soundness of the 
Reed Master Plan. 
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Alterations to cost $15,000 will be 
made to the Lincoln State Bank of Chi- 
eago. Work will soon be started in 
making these improvements. - 

Plans are being drawn for the con- 
struction of a bank, store, office, and 
apartment building for the Detroit 
Avenue Savings and Loan Company, 
Lakewood, Ohio. 





Plans are being drawn for an eight- 
story bank and office building for the 
State National Bank of Corsicana, 
Texas. 


The First National Bank of Oroville, 
Washington, closed its doors recently. 
Announcement is made that it will prob- 
ably re-open within a short time. 


The Hebbronville State Bank, Heb- 
bronville, Texas, moved into its new 
$20,000 home recently. The building is 
of brick and colonial style. It is 
planned later to add a second story for 
offices. 


The new Reserve State Bank, suc- 
cessor to the defunct American State 
Bank of Wichita, Kansas, will soon be 
opened. 


H. E. Swanson, for eight years cashier 
of the Seeurity State Bank of Kensal, 
North Dakota, resigned recently. 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 





















eleeted 
Ogden- 
to sueceeed the late 


Miller C. has been 


Ashwood 
cashier of the Ogdensburg Bank, 


sburg, New York, 


S. W. Leonard. 
Henry Boese, for several years 
auditor of the State Bank of Chicago, 


has been appointed assistant cashier. 
The following officers of the Citizens 
State Bank at Tupelo, Mississippi, have 
been elected: L. T. Wesson, president; 
W. W. Thompson, vice president and 
cashier; L. E. Watson, assistant cashier. 


At a meeting at Morrillton, 


Arkansas, 
the Conway County Bankers’ Associa- 


tion was formed. Officers elected are: 


A. D. Malone, president of the Bank 
of Plumerville, chairman; W. 0. 
Seroggin, president of the First Na- 
tional Bank of Morrillton, first vice 
chairman; Wood Rainwater, president 
of the Rainwater Bank, Morrillton, 
second vice chairman; J. S. Moose, 


cashier of the Seroggin Trust Company, 
Morrillton, secretary-treasurer. 

R. L. Fletcher, of Little Rock, and 
J. R.- Alexander of Seott, have been 
elected vice presidents and directors of 
the First National Bank of Little Rock, 
Arkansas. 


At a meeting of the board of directors 


of the East End Trust Company, 
Camden, New Jersey, Samuel Radcliffe 
Worthington was elected assistant 


secretary and treasurer. 


The Farmers Bank and Trust Com- 


pany, Rockingham, North Carolina, held 
the formal opening of its new bank 


building recently. 
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GUARDIAN BANK, CHICAGO 
WILL OPEN SOON 


The recently organized Guardian Na- 
tional Bank of Chicago will take over 
the large loop quarters now oceupied by 
the National City Bank of Chicago as 
soon as the latter vacates, which it is 
expected will be some time in October. 
With the organization work largely com- 
pleted, the securing of the more com- 
modious quarters at the south-east 
corner of Dearborn and Monroe streets 
will enable the institution to open its 


banking rooms within the next few 
weeks. It was originally announced 


that the Guardian National Bank would 
be located in the former quarters of the 
Standard Trust & Savings Bank at the 
southwest corner of Clark and Monroe 
streets, so the opening has been some- 
what delayed in order to secure the 
more advantageous quarters chosen. 
Henry R. Kent, formerly vice presi- 
dent of the Fort Dearborn National 
Bank and vice president of the Conti- 
nental and Commercial National Bank 
will be president of the new bank, hav- 
ing recently resigned the vice presidency 
of the Continental and Commercial Na- 
tional Bank to head the new institution. 


He has been identified with financial 
and commercial circles of Chicago for 
over 40 years. Emil E. Rose, also a 


banker of wide experience and a diree- 
tor of the Hill State Bank of Chicago 
is to be one of the vice presidents and 
cashier of the new Guardian National 
Bank of Chicago. The proposed diree- 
torate of the new bank is composed of 
men prominent in financial and indus- 
trial circles: Edward B. Carson, eapital- 
ist; Clarence B. Chadwick, president 
Bankers Supply Co.; Darby A. Day, 
Manager, Mutual Life Insurance Co., 
New York; T. J. Forschner, president 
Forschner Construction Co.; Emil EF. 
Rose, director of Hill State Bank, 
Chicago; J. L. Kesner, president, Kes- 
ner Realty Co.; Charles M. Hayes, 
president, Chicago Motor Club; Frank 
M. Bowes, vice president, Illinois Cen- 
tral R. R. Co. 

The experience and wide connections 
of the proposed officers and directors 
is assurance that progress will be rapid 
and will enable the Guardian National 
jank to take a prominent part in ex- 
panding business development of the 
Chicago territory. 


H. D. Doerr, cashier of the First 
National Bank, Chisholm, Minnesota, 
since 1919, resigned to become cashier 
of the Peoples State Bank, Eveleth, 
Minnesota. 
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of the directors of the 
First National Bank of Brooklyn, 
Martin H. Day, vice president and 
treasurer of the Thompson and Morris 
Company, was elected a director. Mr, 
Day fills the vacancy caused by the death 
of John J. Cooney. 


At a meeting 


Earl B. Austin was elected assistant 
cashier of the Federal Reserve Bank 
of Dallas, Texas. He filled the vacaney 
created by the resignation of James L. 
Lumpkin, former who 
gave up his position a short time ago 
on account of ill health. 

At a meeting of the directors of the 
Exchange National Bank of Leon, 
Louisiana, some changes were made in 
the officers on account of the death of 
President E. G. Monroe. QO. E. Hull, 
who was vice president, elected 
president, and John F. Garber 
elected vice president. Ronald Monroe 
was elected a director to fill the vacaney 
on the board. 


assistant eashier, 


was 
was 


Due to death of two stockholders in 


the State Bank of Poole, Poole, 
Nebraska, a re-organization in _ the 
management of the bank was _ neces 
sitated. (C. E. Clark of Poole is now 
president; Mrs. M. LL. Bonson of 


Mrs. Clark, 
and W. M. 


Ravenna, vice president; 
cashier; and Lyman ( 
Ross are directors. 


‘arey 


At a meeting of the board of directors 
of the Oak Park Trust and Savings 
Bank, Oak Park, Illinois, held recently, 
Paul E. Zimmerman was named pres- 


ident, succeeding the late F. C. Cald- 
well. Mr. Zimmerman was also elected 


a director. 

The Exchange Bank and Trust Com- 
pany, Memphis, Tennessee, moved into 
its new home in the old National City 
Bank building Madison Avenue, 
Memphis, Tennessee, recently. 


on 


J. H. Parker, cashier of the National 
Bank of Brunswick, Georgia, resigned 
recently. A.M. Harris, formerly 
assistant eashier, was elected to succeed 
him. J. O. Taylor and E. Johnson were 
elected assistant cashiers. 
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c. K. MATSON RETURNS 


TO CLEVELAND 


Appointment of Carlton K. Matson, 
former Cleveland publicist and advertis- 
‘1¢ man as Director of the Cleveland 
Foundation was announced. The di- 
rectorship has been vacant since the 
resignation of Raymond Moley more 
than a year ago to accept a professor- 
ship of Political Science in Columbia 
University. 

Mr. Matson, had charge of the press 
service of the Foundation when he was 
publicity director of the Welfare Fed- 
eration and the Community Chest. 
While in this work he was co-author 
with Rowland Haynes, now director of 
the Welfare Federation, of one of the 
reports of the recreation survey of the 
Cleveland Foundation. Mr. Matson 
was chosen by the late Fred H. Goff, 
originator of the Foundation, as 
publicity manager of the Cleveland 
Trust Company, a position he left to 
enter the financial advertising business. 
Mr. Matson’s appointment to the bank 
staff came as a direct result of contracts 
with Mr. Goff which grew out of the 
work for the Foundation. 

While a member of the bank staff Mr. 
Matson kept up his civie activities, serv- 
ing on committees of the Community 
Chest, and of the 125th Anniversary of 
Cleveland. He was the first president 
of the Financial Advertisers’ Association 
of the Cleveland Advertising Club. 
Since leaving the bank, Mr. Matson has 
served as advertising counsel to a num- 
ber of well-known financial institutions 
in the larger American cities, particu- 
larly in Trust work. He is the author 
of several series of booklets and charts 
dealing with the trust function of banks. 

The new director of the Foundation 
was graduated from Oberlin College and 
Columbia University. While securing 
his Master’s degree in political science 
at Columbia, he received training in re- 
search work at the New York Bureau 
of Municipal Research. His study of 
the Ohio budget, afterwards published, 
was his Master’s thesis. 

He will come to Cleveland on Sep- 
tember 1 to acquaint himself with the 
work already done on the study of 
higher institutions of learning in Cleve- 
land which the Foundation has carried 
on and which is now nearing completion. 
Mr. Moley has been in Cleveland this 
summer acting as temporary director at 
the invitation of the committee; Mr, 
Matson will take full charge following 
Mr. Moley’s return to Columbia Uni- 
versity on September 25. 

Commenting- upon the appointment 
Mr. Moley said: “Mr. Matson’s qualifi- 
cations for the position are ideal. He 
as been successful in journalism, in 
social work, in the direction of publie- 
ity policies and in the trust side of bank- 
ing. His education has been in eeono- 
mies and political science. He is a 
facile writer and is trained in research 
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methods. These constitute a group of 
qualifications perfectly suited to the 
peculiar needs of the Foundation. His 
return to Cleveland is a distinct acquisi- 
tion to the eivie resources of the city.” 
The appointment of the new director 
was made by the Foundation Committee, 
which consists of Mr. McBride, Vice 
president Leonard P. Ayres of the 
Cleveland Trust Company, Miss Belle 
Sherwin, president of the ‘National 
League of Women Voters, Attorney 
Thomas L. Johnson, and W. H. Pres- 
cott, of the Saginaw Bay Company. 


R. E. Miller, president of the Liberty 
Bank, San Francisco, gave to the officers 
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and directors of the bank a dinner at 
the Hotel St. Francis recently. The 
affair marked the third birthday of the 
Liberty Bank, San Franciseo’s only day- 
and-night bank. 


Fred C. Dickson resigned as vice pres- 
ident of the Union Trust Company, 
Indianapolis, Indiana, due to ill health, 
but will retain his position as a member 
of the board of directors. His successor 
has not been named. 





Dain Sturges was elected vice pres- 
ident of the Citizens Trust and Savings 
Bank, Los Angeles; Frank D. LeBold 
was promoted to cashier and secretary. 
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